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An OflSce of General Services 


Three major internal activities of the Federal Government 
now suffer from a lack of central direction. These are Sup- 
ply, Records Management, and the Operation and Mainte- 
nance of Public Buildings. These activities are carried on 
in several places within the executive branch with varying 
degrees of adequacy. While, as a general rule, centralized 
direction is lacking, there are some instances of the exact 
reverse of this situation in which operations are centrally con- 
trolled down to the smallest detail. 

To the general public, the “housekeeping” activities listed 
above are little-known, but unless they are properly admin- 
istered, the executive branch cannot be effectively managed. 
Moreover, huge sums are spent on these activities. Rents and 
utility services have cost m the neighborhood of $200,000,000 
in each recent year. Civilian supply purchases alone total an 
estimated $900,000,000 per year, and this is exclusive of such 
large items as transportation of property and storage or 
handling costs. 

Since these activities relate to all departments, there is only 
one place in the executive branch of the Government where 
authority should be vested. That is in the President, subject, 
of course, to appropriate legislative directions. Yet obviously 
the President personally cannot exercise this responsibility 
except in most unusual circumstances. 


The principal issue affecting service activities is: How much 
of any such activity shall be centralized and how much shall 
be performed by the individual executive departments and 
agencies? 

Undoubtedly, some housekeeping services must be per- 
formed centrally in order to avoid waste. On the other hand 
there is frequently too much centralization. In a large-scale 
effort like the Federal Government, too high a degree of cen- 
tralization of services may result merely in congestion, red 
tape, and inefficiency. When highly specialized equipment 
must be purchased by a single agency only for its own use, 
for example, it is more reasonable and efficient for it to de- 
velop the specifications, negotiate the purchase contract, and 
inspect the delivered goods. 

Two important questions about these housekeeping services 
must be determined. 

First. Who shall decide what part of any service shall be 
centraUzed and what part shall be left to individual operating 
agencies? 

Second. Who shall supervise the centralized services to 
make certain that they perform their work satisfactorily? 

Recommendation No. 1 

The Commission recommends that responsibility for 
these three mternal service operations should be placed 
in an Office of General Services under a director 
appointed by the President. 


The Office of General Services should be given authority, 
subject to the direction of the President, to prescribe regula- 
tions governing the conduct of these three activities by de- 
partments and agencies of the executive branch. However, 
the Office of General Services should, to the greatest extent 
possible, delegate responsibility for exercising these three 
functions to the departments and agencies. 

In addition to these internal service operations, there are 
certain miscellaneous activities, primarily centered in and 
about the District of Columbia, which either report directly 
to the President or report to no one. These include the Dis- 
trict of Columbia Government, the Smithsonian Instimtion, 
the National Capital Park and Planning Commission, the 
National Capital Housing Authority, and the Commission 
of Fine Arts. These activities have numerous relations with 
the executive branch; and there has never been anyone- 
other than the President — ^who has been responsible for han- 
dling their problems or for giving them such supervision as 
may be required under the law. 

Recommendation No. 2 

The Commission recommends that the relationship be- 
tween these organizations and the executive branch be 
centered in the Office of General Services. All of the 
activities named above must be coordinated or directed 
from some central point with responsibility upon par- 
ticular persons for their performance. 
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Recommendation NO 0 3 


We recommend that the followmg functions, each under 
a director, shall be placed in the Office' of General 
Services.^ 


a .. . Supply, ; 

A .Records Management. ■ 

c. Operation and Maintenace of Public Buildings, 

d. Certain Relations with the Smithsonian Institution, the Na- 
tional Parks and Planning Commission, the National Capital Housing 
Authority, the Commission of Fine Arts, and the District of 
Columbia, 

(See chart, Proposed Office of General Services.) 

We submit separately, the task force report on the second 
subject as appendix “C”. 

The Conamission’s detailed recommendations on supply 
summarized below are filed in a separate report. 


Supply 


It is proposed, as discussed in our accompanying report, 
that the supply bureau in the Office of General Services be 
developed primarily, although not exclusively, for policy- 
making and coordination of the procurement of supplies and 
other supply functions for the executive departments. 

It would assign responsibility for the purchase and storage 
of commodities peculiar to the use of an agency to the agency 
best suited to make such purchases or to store such commod- 


^DISSENT: Commissioners Herbert Hoover and Arthur Flemming have 
recommended (in our report on Budgeting and Accounting) that the Statistical and 
Publications units now in the OflSce of the Budget should be placed in the Office 
of General Services for reasons which they state in that report. 



ities. It would also designate certain agencies to purchase 
specified supplies for all agencies and it would award con- 
tracts to vendors for common-use items. These contracts 
would be utilized by all agencies in the purchase of such 
items. The bureau would handle the purchase for small 
agencies when economical to do so. It would assure system- 
atic handling and fimdamental standards, and its objective 
would be to decentralize activities into the different depart- 
ments, agencies and field office regions. 

Civilian and military supply activities would be coordinated 
through a Supply Policy Committee. 

Recommendation No, 4 

The Commission recommends that a central Bureau of 
Federal Supply be created in the Office of General Serv- 
ices and that the Federal Bureau of Supply in the Treas- 
ury be abolished. 


Records Management 

The mamtenance of records costs the Federal Government 
enormous sums annually. The records now in existence 
would fill approamattly sic building, each the size o£ the 

Pentagon. (See chart Two Decades of Federal Record, 
Accumulation,) 

In 1948, some 18 million square feet of space were filled 
with records. Our task force estimates that, on the basis of 
rental value alont^ the space costs for this volume of records 
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is at least 20 million dollars annually. The filing equipment 
for handling these papers would be worth 154 million dollars 
at current prices. 

A new central records service is needed to consolidate and 
reduce the records centers which various Government agen- 
cies now operate, and to direct the work of these regional 
records centers along with that of the National Archives in 
Washington. 

More detailed recommendations to accomplish improved 

records management have been submitted by our task force. 
The task force report estimates that probably 50 percent of 
the total records of the average Government agency can be 
eliminated from the main office with a substantial savings of 
personnel, plant, equipment, and space. Every time the con- 
tents of one file cabinet are transferred to a records center, 
the Government can save approximately I27 a year in office 
cost. (See chart, How Records Center Would Save Money.) 

Recommendation 'Ho. 5 
We recommend: 

The creation of a Records Management Bureau in 

ffie Office of General Services, to include the National 

Armiyes. 

h. Enactment of a new Federal Records Management 
Taw to provide for the more effective preservation, man- 
agement, and disposal of Government records. 

c Establishment of an adequate records management 
program in each department and agency. 



HOW A RECORDS CENTER 
SAVES MONEY 


CONTENTS OF 
FILE CABINET IN 
OFFICE 


1 File Cabinet @ $50.00 
(Amortized 10 yr$) « « - 

6 sq. ft of Space @ $2.50 per $q. ft 

Overhead and Maintenonce 

for B sq. ft’@ $1.50 per sq. ft 


TOTAL COST 

*29.00 

IN OFFICE SPACE 


Vi. Stsel Stack Secaon @ $32.00 == J3i0 

(Amortized 10 yr$) 

6 Cardboard Cartons @ $0.15 = $0.90 
(Amortized 10 yrs) . - . . > 

Vitt of 17.5 sq. ft of Space @ $Q.S0 per sq. ft 
Overhead and Maintenance 
- for Mo of 17.5 so. ft. @ $0.50 per so. ft. - 

TOTAL COST S2.f5 
IN RECORDS CENTER 
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Operation and Maintenance of Public Buildings 

Maintenance of buildings, allotment of space, and moving 
service in the District of Columbia and in some selected cities 
would be the responsibility of the third bureau in the Office 
of the General Services. Its work thus relates to all depart- 
ments and agencies. It has the management of over 54 
million gross square feet of Government-owned space and 
over 6 million gross square feet of leased space, of which 24 
million square feet are outside the District of Columbia. 

It IS not proposed that space allotment in the Post Offices 
and the National Military Establishment should be made by 
ffiis agency although servicing by this agency of the build- 
mg^ occupied by the Post Office and the Military Establish- 
ment IS desirable. In any event, close cooperative arrange- 
ments should be established between this agency, the Post 
Office Deparunent, and the National Military Establishment. 

It IS essential in these matters that authority be expanded 
and that there be a central agency (a) to prepare and issue 
standards of efficiency in the management of public build- 
mgs; (^) to supervise space allotments in Government build- 
mgs in towns where there are several large agencies (except 
m bud^gs of the National Military Establishment and the 
ost ce Department with which cooperative arrangements 

^ould be e stablished) ; ^ (.) to maintain and operate Govern- 

to ag.ec with the testrictive 
*bould have compte “ ®““‘*“** Administration 

teteHtghontth^^nn” “ot merely in Washington. 


ment buildings; (d) to prepare standard forms of leases 
and deeds and maintain a record of leases and buildings 
owned by the Government. 

Recommendation No. 6 

The Commission recommends that the administration 
of the functions enumerated above be placed in the 
Office of General Services, but it expresses no opinion 
as to design and construction of buildings, and other 
functions of the Public Buildings Administration. 

Relations with Certain Institutions 

THE DISTRICT OF COLUMBIA 

Under the Constitution the Congress has authority to “exer- 
cise exclusive legislation” over the District of Columbia. The 
District of Columbia Government is primarily supported by 
its own revenues, but the Federal Government makes annual 
contributions to it. The Federal contribution amounted to 
12 million dollars in the fiscal year 1949. The budget of the 
District is transmitted with the President’s budget message 
and appropriations for it are made by the Congress. Although 
the executive branch does not direcdy supervise the District 
of Columbia Government, departments and agencies, and the 
District Government, have many mutual contacts and prob- 
lems for which there is no central clearing house other than 
the President himself. 
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Recommendation No. 7 

The Commission recommends that matters involving 
Presidential action be referred by the District of Golum- 
bia officials to the Director of the Office of General 
Services. 

THE SMITHSONIAN INSTITUTION 

The Smithsonian Institution is one of the great scientific 
museums and research institutions of the country. It is partly 
endowed and partly supported by appropriations ($2,090,000 
in 1949). The establishment has as its members the Presi- 
dent of the United States, the Vice President, the Chief 
Justice, and the members of the President’s Cabinet. The 
Institution is governed by a Board of Regents, comprised of 
the Vice President, the Chief Justice, three members each of 
the Senate and of the House of Representatives, and six citi- 
zens of the United States appointed by joint resolution of 
Congress. It cooperates with several Departments of the 
Government. 

Recommendation No. 8 

No change is proposed in the Institution, but when its 
officials need assistance from the Chief Executive or the 
departments, it is recommended that they consult with 
the Director of the Office of General Services. 


OTHER NATIONAL CAPITAL ACTIVITIES 
The following separate agencies perform activities in the 
District of Columbia: 

The National Park and Planning Commission. 

The National Capital Housing Authority. 

The Commission OP Fine Arts. 

Recommendation No» 9 

These agencies should report to some responsible part 
of the executive branch. We recommend that they 
should report to the Director of the Office of General 
Services. 




Related Task Force Reports 

The Commission has had printed Appendix C, the task 
force report on Records Management. 
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Federal Supply Activities 


The Federal Government runs one of the greatest supply 
businesses in the world. It is spending more than 6 billion 
dollars a year for new material, supplies, and equipment for 
the regular activities of the civilian and military agencies. In 
addition, since 1941, the Federal Government has been en- 
gaged in enormous purchases for export in connection with 
lend-lease and foreign-aid programs. It makes huge pur- 
chases of strategic and critical materials from foreign sources, 
and imports them for the national stock pile. 

The Federal Government also has in storage, in the con- 
tinental United States, military and civilian inventories valued 
at 27 billion dollars. No one knows accurately the total worth 
of Government personal property currently being used, but its 
million or more motor vehicles, for example, have a value of at 
least 2 billion dollars. The Government also pays out more 
than I billion dollars yearly for transportation of property, and 
440 million dollars in salaries of the nearly 150,000 employees 
workmg in supply operations. 

While most of this supply activity is military, the Federal 
Government has important civilian supply functions in fields 
as diverse as the procurement of supplies used in building 
power dams, conducting research in atomic energy, and oper- 
ating hospitals. It is the largest single user of office supplies. 



Total purchases by civilian agencies amount to about 900 
million dollars a year. 

As used in this report, the term “supply” refers to the task 
of providingpersonal property (supplies, materials, and equip- 
ment) required for the operation of the Federal Government. 
There are seven primary phases of the supply operation, 
which are as follows: 


I. Specification or the task of establishing standards for 
property to be purchased. 

or the acquisition of property. 

3. Traffic management or the transporting of property from 

the point of purchase or storage to the point of need. 

4. Inspection or insuring adherence of property to purchase 
specifications. 

5 - Property identification or the task of cataloging prop- 
erty under a standard system so as to facilitate identification. 
6. Storage and issue or the storing of necessary reserves of 
property and their distribution when needed. 

7- Property utilization or the task of seeing that property 

IS efSciently used and is suitably disposed of when no longer 
needed. 


What Is Wrong With Federal 
Supply Operations 

The numerous deficiencies in Federal supply operations 
are described in detail in the report of the Conamission’s Fed- 
eral Supply Project which has been printed for distribution 
as appendix B of its reports. It is sufiBcient to point out herein 
only a few of the major deficiencies: 

1. Purchasing 

One of the major weaknesses in Federal purchasing stems 
from the lack of any central body to coordinate Government 
purchasing activities. Small agencies buy for themselves, 
although the volume of their purchases does not permit the 
employment of a competent staff. In common use items, 
consolidated orders for several agencies by a single purchas- 
ing office would achieve large savings. The Bureau of Fed- 
eral Supply, which was established as the central supply or- 
ganization, has insufficient funds to purchase on a centralized 
basis. A properly organized central supply service could 
almost completely eliminate purchasing offices in the smaller 
agencies. 

<*. Purchasing requires a high degree of professional com- 
petence, yet many purchasing offices are not manned with 
competent personnel. 
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h. Purchasing operations are unplanned. 

As evidence of this it is estimated that approximately half 
of the several million purchase orders issued annually are for 
fio or less. (See chart, When Federal Agencies Buy.) 

Since the cost of processing a purchase transaction is greatly 
in excess of f lo, the overhead cost is more than the cost of the 
goods. 

c. Purchasing officers lack information and funds neces- 
sary to schedule purchases so as to take maximum advantage 
of favorable market conditions. 

d. Purchasing officers have failed to develop cost records 
and other tools essential to an effective job of purchasing. 

e. Purchasing operations have degenerated largely into the 
routine practice of sohciting bids and awarding contracts to 
the lowest bidder. An economical job cannot be expected 
unless purchasing officials are granted sufficient latitude to 
negotiate small purchases, to restrict competition to reliable 
vendors, and to give sufficient weight to quality of the product 
in awarding contracts. 

2. Storage and Issue 

It is estimated that over 100,000 employees whose total an- 
nual salary rate exceeds 270 million dollars are engaged in 
storage and issue activities in the military and civilian agencies. 

a. There are too many storage warehouses. These ware- 
houses maintain duplicating inventories. 
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balances at the end of a fiscal year in supplies so as to avoid 
returning such funds to the Treasury. 

3. Traffic Management 

Annual charges paid by the Government for the transpor- 
tation of property exceed i billion dollars which is nearly one- 
tenth of the revenue of common carriers for the transporta- 
tion of property. Government property and its channels of 
movement differ materially from the commercial traffic for 
which carrier tariffs have been constructed. 

Most of the traffic personnel in the Federal Government are 
auditing u-ansportation bilk Only a very few employees are 
engaged in activities aimed at improving traffic management 
and reducing costs. Agencies having well-developed traffic 
organizations have demonstrated that substantial savings can 
be achieved if attention is devoted to this problem. The Re- 
ronstrucuon Finance Corporation, for example, effected sav- 
ings of 17 million dollars on its wartime traffic with an average 
annual salary expenditure of $200,000. 

4. Specifications 

If products purchased arc to be of a satisfactory quality and 
arc to meet the specific needs of the Federal Government, it 
2 «®nal to establish standards whkh the products must 

whSTh^r"'"'’'' ““y commodities 

wh^ should be covered by specifications are not so covered- 

that many emsting spmifications are out of d„.. T' 
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valid specifications are not being enforced. Standards are 
described in terms of the physical characteristics or compo- 
sition of the product rather than in terms of performance 
required. Much of the responsibility for these conditions 
rests upon the individual agencies, but a large part results 
from the fact that the machinery for developing and enforc- 
ing standard specifications of Government-wide application 
has not been functioning satisfactorily. 

Specifications for common-use items are prepared under the 
Federal Specifications Board which is composed of the repre- 
sentatives of II agencies. Preparation or revision of a speci- 
fication has become a very lengtliy process, averaging over 2 
years, largely because there is insufficient staff time devoted 
to this work. 

5. Inspection 

Inspection is an essential phase of supply, since it is the 
method of determining whether the quality of materials or 
equipment received meets the requirements stipulated in the 
specifications or purchase order. 

In the civilian agencies there is no uniformity in quality 
of inspection, or in the basic concepts of what types of com- 
modities should be inspected. Inspection service and testing 
laboratories are scattered throughout the country without 
any coordination. 

In the military agencies, the quality of inspection was foimd 
to be reasonably good, but, in many large cities, each service 
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department maintains a separate inspection office. There was 
also found to be a duplication of laboratory facilities. 

6 . Property Identification 

It IS impossible to provide economical management of per- 
sonal property if its identity, classification, location, quantity, 
and physical characteristics are not known. 

The Government agencies do not utilize a standard catalog 
or other system of identifying items regularly maintained in 
stock. In some agencies each supply point is permitted to 
devise its own catalog with the result that one part of an 
agency may be overstocked on a given item while another 
part IS makmg additional purchases of the same item. There 
IS no uniform system of cataloging which 
tion and classification of the j 
agencies. There have been 17 unrelated 
identification in use at one time, 
in the development of co; 
out the Government. 

Since the 
has made 
erty identificati 
cooperating in this endeavor, 
congressional policy 
catalog is 

old-line civilian agencies and to 
civilian cooperation. 


permits identifica- 
materials used by all of the 
- J systems of property 
This situation has resulted 
istly duplicating inventories through- 

recent war, the National Military Establishment 
some progress toward a eoordinated system of prop. 
»n and the Bnreau of Federal Supply is now 
Nevertheless, a declaration of 
Hisisting upon a Federal commodity 
necessary to insure conformity nf 
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7. Property Utilization 

Agencies have devoted far too litde attention to effecting 
needed economies through maximum use of personal prop- 
erty. Some agencies maintain no property controls and 
numerous agencies have not inventoried their property in 
years. Other agencies have costly record systems which are 
not adapted to assisting management in obtaining full 
utilization. 

The failure to provide adequate inventory procedures and 
property records has resulted in the accumulation of large 
inventories of surplus property. By continuing to store such 
property, these agencies are building up excess storage and 
handling costs as well as permitting the property to depreciate. 
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Basic Causes of Deficiencies in Supply 
Administration 

The deficiencies of Government supply operations spring 
from the following primary causes: 

Virst: Supply is not fully recognized as an important execu- 
tive function. 

At a time when personnel and budgeting have achieved 
status as vital staff functions, there has been a continued failure 
to appreciate fully the relationship of supply to Government 
efficiency. There is no comprehensive Government-wide 
system that gives adequate emphasis to the many phases of 
supply. 

Second: This failure is reflected in an inadequate supply 
organization for the Government as a whole as well as for the 
various departments and agencies. The Bureau of Federal 
Supply, which is intended to be the supply organization for 
the Federal Government, is inappropriately located in the 
Treasury Department where it does not have adequate author- 
ity or facilities to do a satisfactory job. The departments and 
agencies do not have effective supply organizations- The 
result is a confused Federal supply system where agencies 
compete with one another for scarce commodities, maintain 
duplicating storage facilities in the same locality, and operate 


as many as 17 different systems of property identification at 
onetime. 

Third: This failure is reflected further in the personnel sys- 
tem which does not provide competent staff to fill supply posi- 
tions. Although purchasing is a highly skilled profession that 
requires intimate knowledge of trade conditions and markets, 
salaries paid in Government agencies are inadequate to recruit 
and keep persons with the required professional competence. 
Personnel processes fail to make proper acknowledgment of 
the skills required. 

Fottrth: A maze of laws and regulations surrounds the 
whole process with unnecessary red tape. The emphasis of 
the laws is not on promoting efficiency and economy but upon 
preventing fraud. Overregulation encourages routine buy- 
ing and prevents economy and the exercise of initiative. 
Purchasing is consumed in red tape. It is estimated that, on 
over half of tlie 3,000,000 purchase orders issued by civilian 

agencies, the cost of paper work exceeded the cost of the items 
purchased. 

Fifth: The system of budgeting and appropriating funds 
fails to emphasize the need for advance planning of supply 
needs and fails to provide adequate control over supply ex- 
penditures. Budget officers must estimate their requirements 
nearly 2 years in advance and, as a result, most estimates are 
mere guesses. Funds remaining near the end of a fiscal year 
are frequently expended for supplies and equipment in order 
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to avoid returning the money to the Treasury. Advance 
schedules of buying are inadequate. Purchasing oflEcers do 
not participate to the necessary degree in budget and oper- 
ational planning. 

Sixth: Some phases of the supply operation are regulated 
by statute as well as by decisions of the Comptroller General; 
whereas other phases have neither legislative nor administra- 
tive sanction. Purchasing is regulated by both statutes and 
by detailed administrative rulings. Disposition of surplus 
property is governed by over 369 separate statutes. On the 
other hand, storage and issue, trafiSc management, standard 
specifications, inspection, and property identification have 
almost no legislative sanction and are governed by a very 
limited number of administrative regulations. The result is 
that some of the mutually dependent supply operations are 
so closely regulated as to stifle initiative and hamstring efforts 
to improve the supply system; whereas in other operations 
there is insufficient legislative sanction to support constructive 
administrative action. 

Seventh: The Government has failed to compile adequate 
cost and statistical records which are needed for the efficient 
management of supply operations. Most agencies are over- 
burdened with a surplus of complicated statistical and other 
records but few agencies have the type of data for making in- 
telligent budget estimates and management decisions relating 
to manpower and supply requirements. 





Program for Improving Federal 
Supply Operations 

It is impossible for this Commission to work out a com- 
pletely detailed system of supply for the Government. Rather, 
we attempt in this report to outline such a system, and 
recommend an organization which can develop an ejffective 
mechanism. 

The deficiencies of the Federal supply system stem in part 
from deficiencies in companion staff services, namely, the 
personnel and fiscal activities. 

In our report on Personnel Management, we recommend a 
personnel organization, policies and practices which, if 
adopted, should contribute immeasurably to the solution of 
the problem of securing competent personnel to fill key sup- 
ply positions. No other steps which the Government might 
take will contribute more to improved supply operations 
than the adoption of measures which will help insure the 
selection and retention of competent supply personnel. 

Our report on Budgeting and Accounting recommends an 
improved system of appropriating funds and preparing 
agency budgets. The adoption of these recommendations 
will promote more realistic budgeting and accounting for 
supply activities and will eliminate detailed regulations which 
tend to hamstring the operations of imaginative supply 
oflScials. 

In addition to these recommendations which are included 
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in other reports, we outline below seven recommendations 
which, if adopted, will lay a sound basis for the develop- 
ment of an efficient system of supply in tlie Federal Gov- 
ernment. 

Recommendation No. 1 

Enact legislation which wdll repeal the conglomeration 
of existing statutes, clear the books of present restrictive 
and often conflicting decisions and regulations, and pro- 
vide the basic principles for an effective supply system. 

This legislation should be designed to provide a charter 
for the Bureau of Federal Supply in the Office of General 
Services (sec recommendation No. 4 below) and to permit the 
development of effective and economical Federal supply 
practices. 

Recommendation No. 2 

Enact legislation to apply the principles of the Armed 
Services Procurement Act of 1947 to buying by all 
agencies. 

This act permits contracts to be negotiated under specified 
circumstances and conditions, and raises from $100 to |i,ooo 
the ceiling for purchases without competitive bids. 

Such legislation is fundamental to achieving worth-while 
improvements in supply operations. This authority should 
be lodged in the President. 


Recommendation No. 5 

Establish a Supply Poliq?^ Committee composed of repre- 
sentatives of the Bureau of Federal Supply and the Na- 
tional Military Establishment to coordinate civilian and 
military supply operations. 

Although the Commission recognizes that the wide differ- 
ences in supply problems make it undesirable to unify civilia n 
and military supply activities, there is a need for close coordi- 
nation between the two systems. There are many items of 
common use, such as medical supplies, where purchase and 
storage by one or the other (but not both) would result in 
major savings. Our task force report on Medical Services 
recommends strongly a single agency to purchase all medical 
supplies, military and civilian. It is also desirable, as pointed 
out earlier, for civilian and military agencies to coordinate 
their activities as they relate to specifications, property identi- 
fication, and traffic management. 

It is for these reasons that the Commission recommends 
that a Supply Policy Committee be established. This Com- 
mittee should not be formalized by statute but should serve at 
the pleasure of the President. 

It would be the function of this Committee to develop 
policies and rules on supply operations common to both the 
military and civilian agencies and to make Government-wide 
purchase, stores, inspection, testing, and other assignments. 
It would assign responsibility for special programs such as 
stock piling and would settle disputes which might arise in 
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connection with the integration of civilian and military supply 
systems. 

Coordination between civilian and military agencies is par- 
ticularly important m the development of a standard property 
identification system and in the development of standard 
specifications for items of common use. For example, in pur- 
chasing such items as medical supplies and equipment which 
are used in large quantity by both the military and civilian 
establishments, this Committee could assign the task of pur- 
chasing such items for the Government as a whole to the 
agencies which are best suited to make the purchases. 

Recommendation No. 4 

Establish a Bureau of Federal Supply in the Office of 
General Services widi competent personnel and clothed 
with adequate authority to provide the leadership nec- 
essary to achieve in the executive branch an efficient 
supply organization which would also coordinate with 
the National Military Establishment. 

A major function of this office should be the formulation of 
policies and regulations, on behalf of the President, to govern 
the supply operations of the executive branch. Its task would 
be to view the supply problems of the executive branch as a 
whole, and to adopt such policies and to provide such assist- 
ance to the agencies as will bring about a supply system which 
is effective and economical. 

We do not recommend a specific internal structure for the 
Supply Bureau. We believe that its organization must be 



geared to existmg circumstances and therefore must be de- 
cided upon by the Director of General Services and the 
Director of the Bureau of Supply. We do, however, outline 
the activities which should be assigned to the Bureau. (See 
chart. Proposed Supply Agency.) 

A primary responsibility of the Bureau would be to assist 
the President in the formulation of policies, regulations, and 
practices which are to govern all phases of the supply function 
in the executive branch and to make administrative audits 
to determine compliance therewith. Through its member- 
ship on the Supply Policy Committee it should assist in the 
formulation of those policies, regulations, and practices which 
are to be common to both the civilian and military agencies. 
In addition it would carry out the following responsibilities: 


Purchase and Storage Activities 


Recommendation No. 5 


We recommend that this unit: 

a. Assign responsibility for the purchase or storage of 
commodities peculiar to the use of an agency to the 
agency best suited to make such purchases or to store 
such commodities. 

b. Designate certain agencies to purchase specified sup- 
plies for all agencies. 

c. Award contracts to vendors for common-use items, 
these contracts to be utilized by all agencies in the pur- 
chase of such items. 



ADMINISTRATOR 
OF. GENERAL 
SERVICES 


SUPPLY 
POLICY 
COMMITTEE ♦ 


DIRECTOR 
OF FEDERAL 
SUPPLY 


PROPERTY 

UTILIZATION 
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AND 
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INSPECTION 


TRAFFIC 

MANAGEMENT 


PROPERTY 

IDENTIFICATION 


SPECIFICATIONS 


* Supply Policy Coamiiiee is to coordinate civilian and military 
supply operations. Its membership is to include the Director of 
Federal Supply, 
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d. Handle the purchasing for small agencies whenever 
it is economical to do so. 

e. Operate a Nation-wide system of storehouses to sup- 
ply departmental and field services with those common- 
use items which can most advantageously and economi- 
cally be distributed through such storehouses. 

/. Purchase, through consolidated orders for all Gov- 
ernment agencies, those items in which volume purchases 
result in appreciable savings. 

g. Develop master forms of bid and contract docu- 
ments, of which all suppliers should be informed and 
which can be incorporated by reference into each bid and 
contract. 

Traffic Management Activities 
B^ecommendationNo. 6 
We recommend that this unit: 

h. Advise all Government agencies on traffic manage- 
ment problems. 

i. Represent all agencies in negotiating rates with the 
carriers. 

j. Represent all agencies in cases before the transpor- 
tation regulatory bodies. 

k. Advise agencies as to reasonableness of carriers’ 
bills. 
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1. Prepare and mamtam appropriate manuals aod 
guides relating to traffic management activities of Gov- 
ernment agencies. 



Specifications Activities 


Recommendation No. 7 


We recommend that this unit: 

m. Serve as a secretariat for a coordinating body of 
representatives of selected agencies including the Na- 
tional Military' Establishment on Federal specifications. 
Such a board, if desired, would approve Federal specifi- 
cations and recommend for the President policies and 
procedures governing their preparation. 

«. Maintain a master list of qualified products, that is, 
products which meet Federal specifications. 


Property Identification Activities 

Recommendation No. 8 


We recommend that this unit: 

o. Serve as secretariat tor a coordinating body made up 
of representatives of selected agencies including the Na- 
tional Military Establishment. Such a board would 
recommend to the President policies and procedxures for 
developing a single commodity catalog for the Federal 
Government. It should also reconamend rules and 
regulations for its mandatory use. 
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Inspection Activities 
Recommendation No. 9 

We recommend that this unit: 

p. Determine what products should be inspected. 

q. Make inspection assignments to specific agencies. 

r. Make testing assignments. 

s. Prepare inspection manuals. 

t. Develop rules and regulations on inspection policies 
and methods. 

Property Utilization Activities 
Recommendation No. 10 
We recommend that this unit: 

u. Develop property use, maintenance, and replace- 
ment standards and rules and regulations, and determine 
the extent to which property disposal functions should 
be delegated to civilian agencies. 

Recommendation No. 1 1 

Strengthen the Authority of the Secretary of Defense so 
that he may provide the leadership necessary for improv- 
ing the supply operations of the National Military Estab- 
lishment. 

The three military departments expend over 5 billion dol- 
lars aimually for new supplies and equipment or 80 percent 


of the total amount so expended by the Government each, 
year. Therefore, if substantial savings are to be realized 
in supply operations, improved practices must be adopted by 
the military departments as well as by the civilian agencies. 

The Commission believes that the wider sphere of re- 
sponsibility given to the Munitions Board under the National 
Security Act of 1947 is a step in the right direction. This 
charter should be expanded, however, to cover all phases of 
military supply including purchasing, storage and issue, 
traffic management, specification, inspection, property 
identification, and property utilization. 

Recommendation No. 12 

It is specifically recommended that the National Se- 
curity Act of 1947 be amended so as to strengthen the 
authority of the Secretary of Defense in order that he may 
integrate the organization and procedures of the various 
phases of supply in the constituent departments of the 
National Military Establishment. 

Recommendation No. 13 

Remodel civilian agency supply organizations along the 
general lines proposed for the Bureau of Federal Supply. 

It is not intended here to propose a rigid pattern which 
should govern the supply organizations of the civilian de- 
partments and agencies. The size and nature of agency 
supply organizations will vary with the type and quantity 
of supplies which the agency requires. The Supply Bureau, 


however, should have the responsibility o£ reporting to the 
President the provisions made by the various agencies for 
the adoption of policies oudined herein. 

Recommendation No. 14 

Eliminate the present surcharge levied on the price of 
commodities purchased through central supply organiza- 
tions for the Government as a whole and the departments 
and pay the administrative costs of such organizations 
through direct appropriations. 

At the present time the Bureau of Federal Supply is required 
to levy a surcharge of 12 percent of the purchase price on 
commodities which agencies purchase through the Bureau. 
A similar practice exists in many of the departments which 
have central supply organizations handling purchasing on a 
department-wide basis. This practice has discouraged use of 
economical centralized facilities and fostered the growth of 
costly supply units throughout the Government. As long as 
the practice of levying surcharges exists, agency oflScials will 
persist in the impression that they are able to purchase more 
economically than the central organizations, since they do 
not take into account the overhead and operating costs of 
their own purchasing organizations. 

***** 

The report of the Federal Supply Project (appendix B) 
makes detailed recommendation for the improvement of sup- 
ply operations. These recommendations should be of in- 
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estimable assistance to Federal officials concerned with sup- 
ply, and it is upon these officials that the primary burden for 
an improved system rests. In order to free these officials so 
that they may proceed with such a program, it will be neces- 
sary for the President and Congress to adopt the recom- 
mendations which the Commission has outlined in this report. 

Savings 

The task force reports that great savings will be realized if 
its recommendations are adopted. 

The task force also estimates that it should be possible to 
reduce stores inventories, both military and civilian, by over 
2,500 million dollars. This would permit a cut in personnel 
engaged in stores activities. The adoption of the recom- 
mendations relating to traffic management would produce 
additional savings. Adoption of the recommendations 
relating to inspection, specification, property identification, 
and property utilization would also achieve appreciable sav- 
ings in personnel and operating costs. 


Task Force Report 

The Commission has had Volume I of the task force report 
on the Federal Supply System printed and submits this 
separately as Appendix B. 

Supplemental papers are also submitted separately in type- 
script. 
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Dear Sirs: In accordance with Public La\¥ 162, approved July Tj 
1949, the Commission on Organization of the Executive Branch of the 
Goveriiiiieiit has undertaken an examination into the operation and 
.organization of the executive functions and activities. In this exami- 
nation it has had the assistance of various task forces which have made 
studies of particular segments of the Government. Herewith, it sub- 
mits to tlie Congress a study prepared for the Commission‘S considera- 
tion on varicms aspects of tlie Federal Supply System. 

The study of each task force naturally is made from its own particu- 
lar angle. The Commission, in working out a pattern for the Execu- 
tive Branch as a whole, has not accepted all the recommendations of 
the task forces. Furthermore, the Commission, in its own series of 
reports, has not discussed all the recommendations of an administra- 
tive nature altliough they may be of importance to the oflicials 
concerned. 

The Commission’s own report in this particular field is submitted to 
the Congi’ess sepai’ately as part of its discussion of Executive Services. 

The Commission wishes to express its appreciation to Russell 
Forbes, wlio directed the ]>reparation of the task force study on supply, 
and to his many able assistants and advisers. 
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INTRODUCTION 


Tl'iii probleiii of supply is treated all too casually }3y .the United 
States Goveriiiiieiit. Some of tlie phases., of supply, such as tlie ac- 
c|iiisitioii of persoiial property, by purchase and its dispo,sal when no 
longer needed, are overregiilated by many laws and by stacks of di- 
rect ii’es and maiiiials. Contrariwise, the intermediate' steps— the 
quantities on ha'iid. and the use made of personal propertjr after it. is 
delivered by the vendor or issued from stock— are, in many agencies,' 
given little attention; are practically unregulated; and are not taken 
into account -when planning the operating programs or preparing the 
budgets of estimated future requirements. 

Private business has long since recognized that careful management 
of its investment in supplies, materials, and equipment has a direct 
and an important bearing on profit or loss. No large private cor- 
poration could long survive if it practiced the waste and extrava- 
gance in supply which is condoned in the Federal Government. Nor 
could the Government, if it were a competitive enterprise, 

A. Scope of Federal Supply Problem 

The Government buys practically everything used in our private 
economy, and is tlie exclusive user of hundreds of tactical and tech- 
nical items which are specially made for defense purposes. It is the 
largest single consumer of administrative supplies, equipment, and 
printed forms. These are used in its various agencies, which have 
tliousands of field offices throughout the United States and in an 
increasing number in foreign countries, with a total average civilian 
personnel during the fiscal year 1948 of 2,032,600 in the executive 
l>ranch of tiie Governments 

In addition to the vast quantities of administrative commodities in 
use or on liand awaiting use at operating field jioints, the Govern- 
jiKUit iriaintaiiis in its supply ^‘jnpe line” huge inventories as reserves 
fo!* anticipated future needs. Each year the Government buys new 
eoiniiiodities for replenishment of the supply pipe line, for replace- 
ment of ■worn-out equipment, or for changes or expansions in defense 
and operating programs. The total expenditures for procurement of 
new supplies, materials, and equipment, including military require- 

■* Report of .Toint Committee on Eedtjction of NonesBeiitial ITederal Expenditures, Con- 
gressional Record, August 3, 1948, p. 9810. 
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ih llic iiM-ul war 1!47 wore over $(;,fii<0,0o0.0iM!, and an; on the 
n|ii;r:i«li\ aronnlini: to llie fullowin" figures supplied by the Fiscal 
Di\i--:o!! of die ISureau of the Budget : 


E.-iiniafru! fujf.jit/;- , irnalt' 1 p-.p* ?,-!!- 

tlsral I’.UJ fisral yvtiY 19!^ . 'uui-., Ti.mm! yaaf 


IlS Suiii'alFv'*. aiti JOB If- ! 

riu!-. --i $4, 071, 031), 063 ; $4,324,755,820 1 $4,379,650,313 

CHI Eqiiiiiiisent I 2, 147, 9S8, 661 i 2,077,212,774 | 2, 298, f>97, 355 

Tcifiilh J 6, 219, 926, 724 j 6, 401, 968, 594 * 6, 678, 347, 60S 


llmis, fur tlie ii.-ral years 1948 and 1949 the estimated expenditures 
for iiiaterid constituted the second largest avenue of expense in the 
Kxeciiiiix? Budget, being exceeded only by that of personal services. 
Flirt liermm'e, tiiese figures do not take into account last-minute supple- 
ment a! or tleficiency appi'opriations. sucli as those recently made for 
Air Force and Xavy uirr-raft. which considerably swell the totals. 

lliere are no accurate over-all figures on the value of commodities 
in warehouses and other Government stoi*age facilities. The three 
military departments estimated that they had on hand in storage a 
ciHTent total inventory of $2(M78;r90/)00, and the Coast Guard re- 
|>(uled an inventory of $31,992,489. The inventory of supplies stored 
in the District of Columbia by all executive departments and inde- 
pendent establislmients was reported in June 1948 to the Bureau of 
the Budget as $9.3t)7,r>75.- From these figui’es it would not be too far 
amiss to estimate tliat the total current value of goods iii all Govern- 
ment storage points, military and civilian, in the continental United 
Slates represents an investment of public funds of appxx>ximately 
$•27,000,000,900. 

Nor is it possible to cite any figure on the quantity or value of the 
supplies, materials, and equipment in use, becaiuse few agencies main- 
tain accurate reconls of personal property after it has been issued 
from inventory. Based on recent surveys, the Bureau of the Budget 
estimates that the Government operates approximately 1,000,000 auto- 
motive vehicles of various kinds. Some of these are standard com- 
mercial types; others are specially built combat vehicles. It would be 
a conservative evStimate that these vehicles average $2,000 in current 
value, which would mean that $2,000,000,000 in public funds are today 
invested in automotive equii>ment alone. The total value of all com- 
modities in use by the Government is anybody’s guess. 

^ExeUiaing ston^H iiivenfory of the mmriiiuent Printing Office and the B, C. warehouse 
of the Bureau of Federal Supply; printed or duplicated nuiterial ; inventories maintained 
by field activitlea with !iead<|uarters In the Washington, D. C., area ; so-called “cupboard” 
and “shop” stoefcs ; and stocks in use. 
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of the wi('le' diserepaiicdeB between the Job olassifiiaitions 
of Federal eiiiplfijees and the work they actually perfonru it is like- 
v/iHc iiiipnssililt^ to state definitely liow^ many persons are eii.n’ag*ed in 
the various pliases of supply. The military serviees, iiiciiiding the 
C.VjaFt Guard, reported an estimated total, of 12Tar2o military and 
civilian lanployees ( inclii.d.mg those in clerical and stenographic posi- 
iioiis) engaged in purchasing, storage and issue, traHie manageineiit 
{ excluding sliipfiing operations) , the development of standard specili- 
catioiis. iiispectioin and property utilization. 

Xo (‘.ornparable figures are available for the civilian agencies. The 
Civil Service Coi.,umissioii conducted an Occu.patioiial Survey of Ern- 
|.)loyineiit as of July 31,. 1947; and from such survey figures it wuh 
found that a total of 20,S43 employees were engaged in the civilian 
agerici.es i.n those 16 principal tec,h.nical series of the classified service, 
whose titles were obviously related to supply. Tliese fi,gii.res are ad-, 
mittedly far from complete, since they are enti.rely exclusive of the 
very conside,rable number of clerical and stenographic, e,mployees en- 
gaged in supply operations. Incomplete as they are, however, they 
total 147,868 for both civilian and military agencies. 

Assimiing an average salary of $3,000 per year, which would appear 
conservative, the annual salary obligations for handling the supply 
problem is at least $443,604,00.6. 

Thiis, even under peacetime conditions, the Governments supply 
probleiii has become ‘drig business.’* In emergencies, it swells to al- 
most astronomic proportions. It is a matter, therefore, of consider- 
able importance to each American taxpayer whether this investment 
in personal property is carefully or carelessly spent, and w’hether the 
maximum utilization is secured from his contribution to the supply 
tlollar. 

B. Scope of Survey and Report 

Preceding efforts to effect changes in the organization of the Gov- 
ernment have paid scant attention to the problems of supply as an 
administrative function. 

Keorganization studies have hitherto devoted a few paragraphs, w^ith 
little supporting data, to the conclusion that there should be a central 
bureau of supply with particular emphasis on the need for centralized 
control over the Government’s purchases. Purchasing has also been 
the focal point of decisions by the Comptroller General. Statutory 
enactments and investigations by the Congress have been concerned 
primarily with safeguards against corruption in the expenditure of 
public funds for the acquisition of property. 

What becomes of property after it is' purchased and paid for is a 
relatively neglected field. We believe that it is equally pertinent to 
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ifni wilt*! tier a inuThano rfioiiH be luade in a!L as io iiivesti- 
wheiber il was made in accordance with prescribed law and pro- 
^rriffrc. 11ie potential saring tlirou^di use of stocks on hand in lieu 
of pnivhase is ofieii much g]‘eater than throogh accepting tiie lowest 
bid m a rofiipetilive transact ion. This can be done; for tiie Economy 
\<1 of VM2 aniliorized any agency of the G'Overiiineiit to obtain serv- 
ice- ami from other agencies.' 

11a [irdfiarj purp'ose of the survey and'repcxrt of the Federal Supply 
Project is Io paint in broad outlines a picture of supply as a Goveni- 
iiicfit-wide function, iiivolYlng several phases wvhieh are rather coiii- 
plciciy eiiibrac’ed within the military term of ^%gi sties”; and to point 
iifi -the need for a con jprehensive ■system of personal property niaii- 
aguiHUil. dust as there has gradually emerged a system of personnel 
imiiiagiuiiefit iovoiviiig various elements such as classification, recruit- 
meiif. afid traiiiingof employees, the problem of supply involves vari- 
ous step!' from ihe accjnisition. to the disposal of personal property. 
The funcnon of su}>ply in tlie Government was therefore studied and 
is prt*.-<‘nted in this report from the point of view of the following 
phases: 

prurnASJNG 

81’OUAGE AND ISSUE 

TRAFFIC MANAGEMENT . 

S1V\ NBA ED S PI :CI FICAT I ONS 

INSPECTION 

I'HoiTurry identification (the federal goaimodity cata- 
log) 

PROPERTY UTlLtEATION 

All tfiese subjects are elements of the problem of supply, and must 
collectively be controlled and administered if the Government is to 
have an etfeelive system for management of its personal property. 

I'lie survey jind report of this project were not concerned with 
special programs, such as the purchase and handling of farm products 
by the Department of Agriculture, or the purchase, storage, and rota- 
tion r>f strategic and critical materials for the national stock pile. 
These special programs are su]}posedly temporary in nature, and 
are more closely linked to economic and defense policies than they 
are to the regular activities of the Government. 

Because of the limited funds allotted to this project, it was impos- 
sible to survey all agencies of the Government. Full use has been 
made of all material and data which had recently been compiled. 
Some other projects assisted in the task by furnishing data on supply 
conditions in the agencies which they surveyed. The Bureau of the 
Budget and the Bureau of Federal Supply also cooperated with this 
project by conducting certain surveys along parallel lines. 
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Dill a on f-oiiie or all of the -phases of the siipplj funrtiou were col- 
trom the following: agencies by interviews and by fiinishiiig 
them with a list of requested ■information.,' or were made a.\nulalile 
lliroiigii cooperation from other sources, as indicated by footiioies : 

. .f^EljEBAL TRADE COMM.rSSION ■ ■ 

Fin,O.CRAL COAIMUNICATIOXB amiMISS.lON.' 

XATiONAL L,A,,BOR RELATIONS BOARD ^ 

DEIAXRTMENT 0,F LABOR ' 

DEPAETAIENT OP STATE'' 

Bm>ERAL SEfTTRITY AGE.NCY' 

DEPARTMENT OP JUSTIC^E ' 

; REOONSTRUCTION ETNANCJE CORPORATION V 
TENNESSEE VALLEY AUTHORITY - 
PEDERA1AP0W:E,R COMMISSION" 

BUREAU OF THE BUDGET" 

DEPARTMENT OP THE, INTE.RIOR " 

VETERA,XS’, ADMINISTRATION^ 

COAST GUARD 

BUREAU OP FEDERAL SUPPLY " 

DEPARTMENT OP AGRICULTURE « ' 

NxVriONAL MILITARY ESTABLISHMENT® 

POST OFFICE DEIARTMENT’ 

Tlie infoiinatioii supplied in conferences with agency officials or col- 
lected by them for our use was supplemented, in the ease of our survey 
on standard specifications and inspection, by field trips to the head- 
quarters of national organizations, and to a number of private cor- 
porations wliicli have national reputations* for their accomplishments 
in the field of standard izatiom 

The w'ork program for the Federal Supply Project included a sur- 
vey and report on tlie activities of the Government Printing Office. 
Althoiigh a part of tlie Legislative Branch, this Office wields a potent 
inliiience over all agencies in the Executive Branch through its con- 

^ numiii Hurv«^vs and surveys made by the Bureau of Federal Supply in coopera- 

tion witii the JUireau of the Budget, during tiie fiscal years 1947 and 1948. 

- Surveys made hy the Bureau of the Budget in connection with its Staffing Standards 

-F,roJe.et.. 

Surveys of cortain bureaus were made by the Bureau of Federal Supply ; the other 
liiiroua reported through I>ej>artment of Interior headquarte^rs. 

^ Cortain information furnished l>y the Bureau of the Budget from its survey of storage 
depot requirements in Veterans’ A<lministration. 

'' Surveys made by staiT of Federal Supi^ly Project at headquarters and at selected field 
points. 

Surveys made by staff of Federal Supply Project at headquarters and at selected field 
points: Biatisrical data also collected through cooperation of the Munitions Board. 

‘ Survc'ys made by staff of Federal Supply Project at headijuarters on inspection and 
si>echi(Nitions ; daia on supply operations at field post offices furnislicd through cooperation 
of Ruiiert Heller and Associates; workload and cost data on purchasing and storage and 
issue furnished by headquarters staff. 
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fro! f»f :i!l |iriiaih^nnrliirlir!gpri!^tc‘cl forios. aiul of oil and mimy 

Aiithnmj limm if iisfed in the Distriefof Coluiiilfia. It was, I'ogret- 
tab!y* ii)i|io-sible to include tlie. .Goveriimeiit Printing OHice, in our 
survry, IdidSiii*’-', and recamniiendatioiis-; for, despite a (‘lear-ciit direo 
five from ilie Chairroaii of the Commissioru the Cominissioii’s execii- 
fixe stall* were iiiia,!)]e to negotiate. the particiilar entree they coiisiilered 
i.HH-e'-aiT until after the Jiiiiitod lime appoitioiied to oiir surveys had 
«Pijihed. 

(hi I fie oliifU’* liaridj the response of all Govermiient' agencies in- 
rinded in oni* investigation to- our requests for iiiforniatioii was most 
iieaiieiiing, and lessened considerably the burden imposed on the 
siaif by iiinited lime, and by almost intolerable working coiiditioiis. 
Wiiiioiit exception, the ofieials ' asked to cooperate went out of their 
way to do so wholeheartedly. Evidently realizing that the collection 
of data liirlierto lacking would be of mutual benefit, they exceeded 
ijur expend at ions in the speed and completeness of their eiforts. 

C. Olistaeles to an Eflfective Supply System 

1 ■ Staox'atixg Ixfltje'nce of GnxEEAn Accounting Office 

On the wall of the office of every responsible supply official, partic- 
ularly of coiuracting and certifying officers, is figuratively a photo- 
graph fd' the Comptroller Oexieral, with a scowd on his countenance. 
In all matters involving the expenditure of public funds, the Comp- 
troller General lias arrogated unto himself the ultimate authority for 
determining the legality of administrative actions or procedures. 
Wiiere the particular field is well covered by statutory direction, lie 
assumes tlie function of interpreting the often conflicting laws; where 
statutory direction is vague or lacking, he considers it his duty to re- 
pair the omission. In the Federal Government, each certifying officer 
runs an "^account’', just is if the money had been handed to him in 
specie for distribution. Therefore, a mere difference of opinion in 
the interpretation of a statute, a regulation, or even a previous ruling 
of the Comptroller General results in an ‘‘exception”; i. e., refusal to 
give credit for the item in the certifying officer’s account. In fear of 
such exceptions when their accounts reach the General Accounting 
Office for postaudit, practically all purhasing officers “play safe” by 
asking for the Comptroller General’s ruling, and thus securing if 
possible his advance consent, whenever a proposed action deviates 
in the slightest from the routine procedure or from the procedure pre- 
viously accorded his sanction. The effects of this situation were 
cogently set forth by the President’s Committee on Administrative 
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Maiuijifi'iK'lit ; oiir i^uiTey-.^oiiiirais^tJiei jSiKlings ami iliut tlie 

Hitiiatioii lias not improved since they described it in 1057 as follows: 

1021 wa>: <'omparativel,y little 'eoEiplaint that the of the 

Coriipi roller vf the Treasury, precursor of the Comptroller Ceoertil, ericroaclied 
npHH jeliiiliiislralive UistTethao This was .probably because lise Coiii})trolit:*r of 
Trojisury was a part of the. Admin istrati. oil itself, even though lie had semi- 
iiidciMoidcrit stnnis. and boeaiise of the practice of' referring disputed <|iiestions 
fo iIjc Attorney General. From 1021 on, however, the Comptroller Gencaaii, 
liirough liunierous rulings, has carried his authority into areas which are cleaiiy 
In r]a‘ realm of e3:eciitive decision. Any volume of the pithlisfied rulings of the 
Comptroller General affords a tvlde variety of - examples of this Invasion of ad* 
ininistratlve responsibility. Many of his rulings go far bt^yond the terms of any 
statute. 

Rulings liy an independent auditing officer in the realm of executive action 
and Jiiethods, even wlieii they seem wise. and salutary, have a profoundly har,rn- 
fiil effect. They dissipate executive responsibility and precipitate executive nn- 
ot-rtainty. Ma.ny of the rulings of the Comptroller General, though issued in 
Gie belief that they are in the interest of strict legality^ undoubtedly impede 
I he work of the deparrmeuls and add to their operating costs. Administrative 
officers have found it necessary to go not merely to their superior officers for 
tin! approval of plans imt also to the office of the Comptroller General for the 
appiHJval of legality, form, and procedure. This division of authority destroys 
resj»onsibUity and produces delays and nncertuiiity. it has become increasingly 
difficult, and at times simply impossible, for the Government to manage its 
bushiess with dispatffii, with efficiency, and with economic sagacit 5 \ 

An t!ffective continuing executive control over the administration of the Gov- 
ernnumt to insure economy, legality, ami expedition is impossible so long as such 
wide authority over plans, forms, and procedures is exercised by the General 
Accounting Office. The Comptroller General has also extended his authority into 
administrative matters by the expansion of the preaudit (i. e., audit before pay- 
ment), by the increased use of advance decisions, and by his rulings, all of which 
have constantly brought more and more administrative questions to him for 
linal determination. The operating plans of the Administration are greatly 
affec'ted, and sometimes controlled, by his rulings. Fiscal practices are to a 
large extent governed by his decisions. These are areas of control that are cus- 
tomariiy entrusted to executive officers, both in Government and in private busi- 
ness administration, 

a. Examples of Restfietwe Decisions 

Below are cited some representative illustrations of the effects of 
the ( Vnnptroller General’s decisions on operating policies and methods : 

Weather B'ureau. — In June 1941 the Weather Bureau anticipated a 
need for SOjOOO radiosondes (balloons equipped with small radio sets 
whiclij during the course of their flight, transmit data on air pres- 
sure, temperature, and humidity) during the following fiscal year* 
It explained to the Comptroller General that aircraft operation was 
dependent upon an unbroken flow of this data from the 50 or more 
stations from which these radiosondes were launched daily. It 

^ Report of President’s Committee on Administrative Management, January ISST, pp* 

23-24. 
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tjiil tlif (lanjjter in rimse critic.-il clays of having' only one source 
of '-lijiitlc. since rudiosondes were not an ordinary eonnnercial aiMi(-le 
£11 lire eveiit of lire or strike such single son na* might fail. The 
U't'iillier Ihireau proposed, therefore, to advertise for bids, awarding 
ihc con! ract for part of its need to the lowest bidder and endeavoring 
to iicgcViiile contracts for the balance wnth one or more other bidders. 
'Hie < ‘ninjitroller fleueral disapproved, stating in part : 

it lifis Ittri.tr refj<»gri55sed tliat the. purposes of the statute (R. S. 3T09) ca,r:i 
!h‘ off* s iii.iP tl Hilly hy llie invarding of a contract to the lowest respoiis.ll.)le bidder ; 
ii Ilf i t i tut Is wl la t the stattile reciiilres ( 21 Comp. Gen. 56, 58 ) . 

of Cofmmeree.— When a station wagon was needed by 
ilio I of Comiiiercej to transport personnel over rough roads 

and no tur fields, tlie- Comptroller General refused to pass a require- 
iiHUl. for s!iatrerq>roof glass in the windshiekl on the ground that most 
imuiiifactiiivis flid not, at that time (1930), include it as standard 
oqiiipiiudU lO Comp. Gen. 510)..' But in 1936. after it had become 
siaiidaril on most vehicles, lie still labeled it a ‘hie luxe*’ item and loi- 
iieces.sary foi‘ the protection of- Government perso.mie! (15 Conip. 
(Jen. 974,977). 

He d(‘cliu*cd illegal, in various decisions, proposals for bids o,!i motor 
•wliicles w'liicli specified, respectively,- miniiiiu,ni weight, or wheel-base, 
u cffiss-bniced chassis, an eight-cylinder motor and various safety and 
pi‘otective devices. In the case of tractors., specifications, of iTiiiiimiiiii 
weight ami piilihig power was forbidden (16 Comp. Gen. 464) ; ami the 
flescriptioii of marine engines for the Coast Guard was restricted to 
a simple statement of over-all dimensions, conditions of operation, 
and requirements of performance. Considerations of ocoiioiny and 
efficiency in standardization were explicitly ruled out (5 Comp, Gem 
963). 

Wuf fJepariimnt— The War Department, in a request for bids on 
carefully specified radio-transmitting equipment, also required that 
each hid be accompanied by a description of the equipment offered. 
The low bidder proposed to supply equipment wliieli, from its own 
c!eBeriptioTi,wTas cdearly iiot'in conformity with the speeifications; but 
its proposal also contained a statement that, wherever the equipment 
olFered differed from that requested, appropriate changes wamld be 
made to achieve conformity. The War Department rejected the lo-w 
bid as not responsive to the proposal The Comptroller General held 
that the offer of the low bidder to make his product conform cured, any 
discrepancies in the description; and that, therefore, the appropria- 
tion ‘^Hvould not be available” for payment to any other bidder ( unpub- 
lished decision A~68974, dated Feb, 17, 1936; reconsideration denied 
May 16, 1936). 

The Secretary of War submitted the controversy to the Attorney 
General, who held that the determination of wliich is the ‘dow^est 


responsible bidder” is tiie duty of the contracting officer, not of the 
Comptroller General (38 Op. Atty,. Gen.. '555). The War Department 
tlieii awarded the contract to the' next, lowest biflfler, who, liowever, 
bc'fause of tlie time consumed by the coiitrovervsy. could not complete 
the contract witliiii the period originally specified. Wlien liquidated 
chimages for t!ie delay w^ere w.itlihekl from his final payment, the con- 
tra, ctor siietl tlm United States. ■ The Court of Clainns held that the 
delay had bee-U caused by the Co.m.ptroller General's d.eci,sioii 5 that the 
Government as a whole was responsible; and that the payments with- 
lield from the co',iiti‘actor should be awarded him, {Gmyiar Electric 
Co.-v.U.>SC90Ct.Cls.232). 

Both tlie .Attorney Geiie'i*al and the courts are i.n agreement that the^ 
duty of making administrative decisions rests upon the executive 
officials who are being paid to make them, and that the interference 
by the Comptroller General is unauthorized (see Miguel v. McCa/rl, 
291. IJ. S. 442; 38 Op. Atty. Gen. 165; Goodroads Machimry v. .Z7. /S'., 
19 Fed. Siipp. 654). However, the Comptroller General, where .di- 
rectly confronted with a court ruling, declares that he will follow the 
courts only when he thinks they are right (27 Comp. Gen. 432). 

It is hoped that the Project on Fiscal, Budgeting and Accounting 
will recommend a clear-cut distinction between legislative and execu- 
tive functions which would confine the Comptroller General’s role to 
post-audit and to reports to Congress of his findings, with recommen- 
dations for further investigation or legislative remedies. 

2. Pehsonxel .Pboblems 

Partially stemming from the strait-jacket impovsed by the Comp- 
troller GeneraL many officials charged with supply responsibilities 
have adopted a defeatist attitude toward any change in procedure or 
toward the adoption of any method which has proved workable in 
private business, if such would mean getting out of their routine rut. 
To secure the consent of the General Accounting Office to take any 
unusual action, requires elaborate preparation of a carefully docu- 
mented statement, with supporting details explaining the proposed 
action and justifying it with all possible persuasion. To do so takes 
time: and most supply offiairs are so bogged down in the processing of 
forms and the preparation and approval of records required by other 
decisions and by regulations that they literally do not have the time 
to explore short cuts, to investigate better ways of performing their 
function, or to find out what others are doing in the same field outside 
the Government. This is particularly true in purchasing, where the 
emphasis is on form rather than substance and on ritual rather than 
realism. 

Since the function, of supply generally lacks glamour and seldom 


thof^ responsible for its perfoririaiice sometimes 
n*lnpi the uititiifle iliat they are working in a. deacl-eiKl sireet and have 
m>iLd!ig lo mitidpate except retirement • Under prevailing salary re- 
-f rii'i ifCi*-. they eaimol hope, to achieve a large inoiietarj rewiirii Pair- 
llamiiore* the t7ivil Service iregulations iiidiiceiaent to 

wjn*ci:ili/ai iou nor do they stinmiate a forward-look iiig attitude. IJii- 
fortiiiuitei^v ila.‘ finest way to promotion and a salary increase is to be- 
f'oiiie the Hupei-visor of a ' large ' staff. This inevitably encourages 
"annpbv building’’ and the eonjiiring-iip of more procedures and record 
krH*|iii{g wifli their ever-present concomitant of additional forms to 
procc\-s. Another and equally certain means to advancement is politi- 
caUquilF’ and inlluence. 

On t!ie otlier hand, an employee may, and many do-, enter tbe 
Fcdm-al sei^rice with high ambition to render real public service and 
to iriak(‘ a rerord of achievement as an antliority in some specialized 
sfdjjtM'i : only to find that advancement is next to impossible unless he 
abandons his specialty and becomes a ^'generalist,” doing as best be 
can uhiiiever work comes within the job description of the higher 
grade. Anotlier hazard to advancement is the rule of seniority. 

An eai]>k)y(‘e is in frequent danger of being ‘‘biiinped” or down 
graded wlien budget allowances are cut, to make a place for soiiie- 
one who may not have any specialized knowledge but who has more 
years of service. Thus in a period of contraction of personnel, the best 
employees may be the first to be released or to be reduced in rank or 
salary. 

Furthermore, an employee who has diligently studied his work as a 
buyer of machinery may, upon advancement, find himself a buyer 
of stationery or lie may have to abandon entirely his ideas of special- 
ization and become an administrative supervisor, in order to gain a 
respectable income. In the role of supervisor, it is incumbent upon 
him to study and master the considei'able list of things wdiicli are 
prohibited by law, regulation or decision; and he then almost inevit- 
ably resigns himself to stalemate or retrogression. 

It is to hoped that the study of, and recomineiidations on Federal 
personnel management by another project of this Commission will 
I)oint the way to a thorough overhaul of the personnel situation. 
Without it there can be only limited optimism for an efficient supply 
system. It is of the utmost importance that supply specialists be 
brought into the Government service and paid salaries commensurate 
with those paid in private business for corresponding aptitude and 
experience; that those enterprising employees already in the service be 
given an incentive to become specialists and be given the opportunity 
to study private business methods at first-hand, for application to their 
own problems ; and that promotion, advancement and salary be based 
solely on the responsibility and importance of the work performed 


father tliaii on knowing the "hight people/’ on the iiuinber of eiaplojees 
fei,i|)ervised, or on conformity to a job .description which is an unreal- 
istif hoflge|)odge of polysyllabic words, put together in classi,ficatioii 
jargon. 

Z . Budgetary Process and Afproi'riation Pattern' 

It is also hoped that the Project on Fiscal, Budgeting and Account- 
ing will' suggest some practicable simplification, of the budgetary 
jjrocess a,iid the appropriation pattern. Under prevailing co.iiditions, 
the budget officials in the age-ncies are required to estimate tlieir 
lequirements in supplies, ixiaterials, equipment and transportation 
costs for a pe.riod extending almost 2 years into the future. Even with 
meaningful records to work with, which, he seldom has, the budge.t- 
rnaking official is at a disadvantage in attempting to predict and to 
ajiticipate requirements so far in advance, in view- of price fluctiiations 
tuid the uiiaiiticipated changes in program which may spring suddenly 
from a congressional mandate or a revised defense policy. 

Then, too, the policy of making lump-sum appropriations for mate- 
riel encourages budget ^guesstimates.” When the vast preponderance 
of the annual operating budget was for personal services, there grew' 
up a rigid procedure for requiring detailed itemization, with sup- 
porting data, for personnel requests. Materiel, transportation, etc., 
were classified as "T)ther Expenses,” and were requested and granted 
in lump-sum appropriations. 

Only in the exceptional case, usually in connection with an entirely 
new operating program, is the requesting agency required or expected 
to submit detailed justification for supplies, materials, equipment and 
the "hither expenses.” On these items, most agencies, consequently, 
take the preceding year’s request, compare it with the current aj)pro- 
priation, and add a large increment as a ^^ciishion” against anticipated 
reductions by tlie Bureau of the Budget and by the Congress. 

a. The Ap'pmpriating Process 

After the submission of such “guesstimates,” a long and costly 
process of appearances and testimony begins, proceeding from hear- 
ings at the Bureau of the Budget to hearings before the House Appro- 
priations Committee, and frequently marked by added hearings on 
appeals to the Senate against drastic House reductions. The Budget 
hearings are usually concentrated on personnel, with limited atten- 
tion or time devoted to scrutiny and question and answer on “other 
expenses.” Wlien, at long last, the appropriation bill is passed and 
becomes law, it is little wonder that each agency looks upon the funds 
wrested from Congress by dint of so much effort as “our money” rather 
than the taxpayers’ money. There is little doubt that the arduous 


11 


liit! ‘O'!?! appropriating prot:! 0 >s contrilnite’^ iinilrrialiy to tho 
u itloNprf‘:ML 'iiiiwritton policY of sonidiow obliguting all iiiiespended 
ha I ail PI 'h rit I ho close of each fiscal year. . 

Oner* iippropriatai t lie funds may be spent so long a? tlieir experidi- 
|}j!i‘ is in u^/eorsiunee with all the preseribed rigaiiiarole of form and 
proei*diirta The agencies, therefore, try io see to it that none of the 
iiivA> ^o dearly won are unobligated on June of each year, lest in 
ijext yeiir'< budge! they may not receive enough mUually to meet their 
needs. Aemials in personal service funds, and baltiiiees in any other 
appiaiprianofi aceoijiu can be, and are, spent for supplies, iiiaterials, 
and equiimient. Slid) "'■eiid-of-the-year*'* spencliiig, disregarding 
.-tf)cks on hand or actual needs, should and can be controlled by the 
required iimiliteiiance of proper records and by a. simplification of the 
approprialiiig process. 

If, 71ie Apfrofmalm/f 

The present multiplicity and varieti" of a-ppropriations also add to 
the general confusion and lack of facts concerning how much has 
actually beem spent during any given fiscal period. Most appropria- 
tions eithei' !‘eiTiain "'open” for 2 years following the end . of the appli- 
calde fiM*al year, during which period the obligation resiilts 
disbursement, sometimes accompanied bx" litigation, adjustments, and 
many elianges in the contract; or are held open unti] all the money 
is s|>ent or the special firoject involved is eompleted. 

For a long period after the disbui’sement occurs, all files and records 
must be maintained for action on ‘‘exceptions” taken, or adjustments 
ordered, Iiy the Coinptroller General on post aiulits, a fact which 
accounts for much of the acreage of office and storage sfiace occupied 
by files in Government buildings. In the face of this situation, it is 
indeed a courageous fiscal officer who will certify to the actual remain- 
ing balances in appropriatioii accounts within the past 2 or 3 fiscal 
years. 

Eventually, it is believed that the Government will lie compelled, in 
the interests of economy and eificiency, to make drastic changes in the 
appropriating metlKals, Unless the budgetary segregation by objects 
is enforced, and unless the spending of appropriation balances from 
any budget line for any other and different purpose can be stopped, 
it would be much simpler from the accounting point of view, and much 
less cost ly in paper work, to make one lump-sum appropriation to each 
agency. It may sometime even be considered feasible to make lump- 
sum appropriations, without regard to fiscal years, for the whole of 
the Government’s requirements in supplies, materials, equipment, 
transportation costs, and “other expenses.” 

This sum could be controlled by allotments made periodically to 
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1)Y tlic‘ Bureau of the Budget upon the suhiuirihioii l)y siieh 
ageiuy of a Ftutemeui of its exjjenditures during the past allot laeiit 
jwudoiL its available balance in stocks and other assets, aial its actual 
addiliorail needs for the ensuing allotirjeiit period. Sucli stateiiieiits 
could })i‘ audited by the Comptroller General ami reported to Con- 
gress, TO accompany re<|iiests from the Bureau of the Binlget {<u* the 
funds needed to re|>lenisli such apj)ropriations. B\ this method, 
budget jiliUiiiiiig would be concentrated on immediate work prograniSj 
and budgeting would become an all-year-aroiiiid process instead of an 
aiiiiiml guessing contest. 

4. Lace of Realistic Records 

Xo one could in fairness state that the Government fails to compile 
records. B]it in the field of supply useful and realistic records are 
conspicuous by their absence. A budget estimate for supplies, mate- 
rials, and equipment Is bound to be a "'guesstimate'’ unless data are 
availalde to sliow tlie prices paid' during the current period and the 
probable |)rice tremJ during the future budget period; the consumption 
during the current period and stocks on liand evaluated in terms of the 
anticipated exp)ansion or contraction of the <)[)erating program; and 
the (|iuintity and condition of equipment in use and its expected re- 
placement date. In most branches of the Govermnent, however, par- 
ticularly the nonmilitary, such tools for budget and program planning 
are not available, either to the agency budget office, to the Bureau 
of the Budget, or to the Congress. 

Even more startling is the fact that staiidiards for measurement of 
cost or work load in the field of supply have not been developed. Very 
few agencies maintain records of the total ovei'head costs of pur- 
eljasiiig, of storage and issue, or of an}" of the other elements of the sup- 
[dy system. In those agencies which do, the records usually fail to 
takt? into account either the costs of supervision on an agency-wide 
basis, or of overhead expenses other than for personal services. Work- 
load yardsticks are essential for measuring and appraising the out- 
put of the individual employee, for efficiency ratings, for proving 
charges of ineflieiency, and for maintaining some semblance of morale 
and discipline in administration, as well as for budget planning. 

But such, yardsticks are conspicuous by their absence. Nor does the 
BrntTUi of the Budget have measurement standards on a comparative, 
(hiverninent-wide basis, with which to evaluate the reasonableness of 
budget reqm^sts on persoimel required for the various supply activities. 
If (jovernment were a competitive business, measurement standards 
vrould perforce be maintained as essential to accurate cost records and 
to provide a method for determining where operating costs were exces- 
sive aiid could be pruned. They must be developed and applied if the 
GovenimeiiLs budgeting process is ever to be on a scientific basis. 
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ff. /i //•'//*< ’ t/ ^ oiii f / C cm/ *Uifl fl Ofhi iJiJlHl 

Fmii Jifi.ile'lv, a propitious start has been iiuide in the ri|i;iit dirertion. 
1!i«‘ rt-|ioiisf‘ of lioth.eiviHuii aiul militarv agencies to the re(|iiest of 
I he Federal Supply project for data on operating costs iiidkaies their 
iiwaiviie.-^ of l!ie Jiend for. and of the potential value of regular coi- 
and iiiaiiUeuaiice of such records. Cjiveii twice as long, iliis 
priijecl could probably have collected and presented in this report 
accurale figiir'es on costs, expenditures, personnel. iiiTentories. and 
ol her inforinarioii on a total, over-all basis. The fact that all citalioiis 
i)! such data in this report are qualified and siuToiinded by exceptions 
iliiisirates very clearly the vacuum whicli now exists: and also points 
up the urgent need for showing each taxpayer wliat becomes of his con- 
Iribiilioii to. the supply dollar. 

(.oiicMirreiitly wiili the work of the Federal Supply project, the Bii- 
r'eafi i)f ihe Buvigel eniharked u]>ou an attempt to collect work-load 
thua as a basis for establishing staffing standards in purchasing and in 
Hr<u*age and issue. We have lent all possible aid and encouragement 
to that effVjrt ; have }>een supplied with summaries of the data furnished 
hy I lie agenei(‘s; and tlirough the courtesy of the Bureau of the Budget 
have beiui permitted to refer to such data iii our detailed repjorts on 
pm-chasiijg and oi! storage and issue. It is of the utmost importance 
tliat the iiureau be given adequate staff and funds to continue its 
efforts in this direction and to include other su|)ply operations as soon 
as possible. Staffing standards for the Government will admittedly 
have to be applied for a few years with discretion and tvitli due regard 
for widely varying conditions. Nevertheless, the development ami 
application of work-load yardsticks are essential to realism in budget 
and operations planning. 

An attempt tvas also made, with the aid of the Bureau of the Budget, 
to analyze the true and total costs of purchasing and of storage and 
issue in t!)e Bureau of Federal Supply, the Post Office Department, 
and the Tennessee Valley Authority. The several principal processes 
involved in purchasing and storing were agreed upon and defined. 
The officials in these agencies cooperated enthusiastically in the at- 
tempt to ferret out the costs for personal services and “other expenses'’ 
cliargeable to each of these processes througliout the whole organi- 
zations. Nevertheless, the results were so inconclusive that they are 
omitted from tliis report. 

The time and effort were, however, by no means wasted. They 
show that total costs of purchasing and of .storage and issue cannot 
be computed without taking into account the very considerable ele- 
ments of supervisory and administrative overhead and “other ex- 
penses”; and that costs excluding such elements are not true costs. 
They also demonstrate the need for the development, by the Treasury 


Dispart merit 5 of a simple cost accounting system or systems for in- 
stullalioa and use by all agencies* The 'products of cost accoiiiil ing 
recr^rds woultl be of inestimable value to any cost -con sc* ions adminis- 
trator us well us to the Bureau of the Budget and to the (Congress. 

p. ScjRpl'Osa'Ge of Unxecessary Kbcxjfus ' . . 

In an eiilvirely difl'erent category- are the mountainiioiis records sur- 
ix)!iiK!.irig transactions 'which involve transfers or disbursements of 
public funds. Here su'perabimdance prevails. Treasury and Gen- 
e!*al Acco'iiiitiiig -OlSce regulations, supplemented by agency regu- 
lalioiis, result in the compilation at great cost of duplicate sets of 
records on most types of ■ transactions — one set remaining with the 
agency originatiiig the transaction and filed ior years : the otliei* end- 
ing its tortuous path in the General Accounting Office, wdiich audits it 
arid files it permanently. , 

The myriad regulations governing the custody of expenditure of 
funds are seemingly based on the premise that all employees are 
congenital crooks; whereas, there is probably nowhere to be found 
a group more honest in money matters than Government employees. 
Eadi infrequent discovery of peculation or gi*aft generally leads to a 
tightening up of regulations, compliance wuth which costs the tax 
payers ultimately a thousandfold more than the malfeasance itself. 

fi. Domm-mMtion of Pnrehmes 

In purchasing, for example, the various regulations require almost 
the same procedure and the same elaborate documentation for a trans- 
action of $101 as for one of $1,000,000. Tliey necessitate the pi’^para- 
tion and approval of a requisition (purchase authority) and the en- 
cumbrance of funds in the proper appropriation account; the 
solicitation, opening, and tabulation of competitive bids; the issuance 
of a purcliase order to the lowest bidder; proper evidence of receipt 
of the merchandise; an invoice; a voucher; and the signatures of the 
vendor and of the certifying and disbursing officers. Consequently, 
the 'h*ed tape’’ and ‘^paper work” on thousands of small transactions 
cost tlie taxpayers more than the purchase price of the goods and thus 
more than double the costs. In the detailed report on purchasing are 
shown some illustrative charts of the complicated procedure now 
followed on typical purchase and stores transactions, with suggestions 
for radical simj^lification. Millions of dollars could be saved each 
year in personnel and other costs thi'ough the elimination of imneces- 
saiy procedures and documentation, especially on small purchase and 
stores transactions. 
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h. The Forms Pfollmi 

To coiiform •with regulations,., most employees in. any of the supply 
actmties .are forced to work in a veritable maze of forms. No .one 
knows how many different forms are used; but they number thou- 
sands in type and millions in quantity. The cost of the forms, is huge ; 
but, small compared with the salaries of the personnel who process 
them. The regulations must be overhauled as the first step , tow'ard 
.simplicity ' in procedure and" a change in. attitude. ' The Bu.reau of 
the. Budget should be encouraged and staffed to expand greatly its 
work in deyisiiig and promulgating standard forms in lieu of the 
multiplicitj?' of nonstandard forms, which often vary from oiie bureau 
to another in the same agency, although used for identical purposes. 

As an aid in the field, the Bureau of the Budget has recently issued 
a Management Bulletin on ^‘Simplifying Procedures Through Forms 
Oontroh” suggesting a method whereby each agency can restrict the 
number of forms to the minimum required. The Bureau, however, 
should be encouraged to police the use of this bulletin by first-hand 
examination of the forms situation in each agency, and should work 
out with i:^"sponsibIe administrative officials simpler procedures and 
work methods whereby many forms could be eliminated. Such aid 
from an outside and impartial source is necessaiw. For most admin- 
istrative officials are confronted -with stubborn resistance to the cur- 
tailment of forms. It is almost axiomatic that few things are easier 
to accomplish in Government than the introduction of a new form, 
and that few things are more difficult than its abandonment. 

6. UXBALAXCED StATUTOSY SITUATION 

The elaborate procedure for purchasing stems from a short statute 
passed in Civil War days (secs. 3709 and 3710, Rev. Stat.), which has 
been until recently very sparingly amended. The statute has been 
buttressed on every side by copious regulations and has been the sub- 
ject of countless decisions of the Comptroller General. On the other 
hand, almost no legislative sanction or direction exivSts for other 
phases of supply such as storage and issue, traffic management, stand- 
ard specifications, inspection, or commodity cataloging; and veiw 
limited regulations are to be found on these subjects. 

Except for regulations of some individual agencies, there are only 
limited legal requirements for handling or accounting for property 
after its acquisition — until it is ready for disposal as surplus, excess, 
obsolete, or scrap. On the subject of disposal of personal property, the 
Congress has not been niggardly in its legislative output. As shown 
below in the summary report on Property Utilization, there are at least 
360 special statutes on this particular phase of the supply function. 


The cure for this unbalaiieed situation would appear to be the enact- 
ment of a personal property management act which would provide the 
basic principles for a supply system; would repeal the hodgepodge of 
existing statutes; would also clear the books of restrictive and often 
conflicting decisions and regulations ; and, most important of all, would 
provide supply officers with a steeiung chart for a progressive course 
as a substitute for the present becalmed status. An outline of such 
proposed act and of other recommended legislation is |)rovided at the 
end of this summary report and is repeated at the conclusion of the 
detailed r^ort. 


D. Present Departmental Supply Organisations ' 

Nothing resembling a standard form of organization for supply 
is to be found in the executive agencies. Except in the Navy Depart- 
ment, the various elements of the supply system were not found to be 
oi'ganized and administered as a separate and distinct function. The 
various organizations run the gamut from centralized to decentralized 
control. 

Several charts follow which illustrate the varying types of depart- 
mental supply organizations. The Department of Agriculture 
(chart I) controls the broad policies and handles major transactions 
at the Washington headquarters through the Office of Budget and 
Finance and the Office of Plant and Operations; w'-hile the policies are 
carried out through the several bureaus with field offices throughout 
the country. Chart II shows the supply organization in the Depart- 
ment of the Interior as an illustration of an agency with Nation-wide 
field operations, but with the responsibility for the supply function 
almost completely decentralized to the various bureaus. The Wash- 
ington headquarters exercises very limited control, and then only on 
very general policies, through the Division of Budget and Adminis- 
trative Management and the Division of Administrative Services, 
The organization for supi^ly in a small agency with all its supply 
staff concentrated at headquarters is illustrated by that of the Federal 
Power Commission (chart III). 

Charts IV, V, and VI show the supply or logistics organization 
in the Departments of the Army, Navy, and Air Force, respectively. 
In the Army and Air Force, procurement, supply, and service are 
coordinate but separate elements of the logistics organization ; while 
in the Navy there is an integrated supply system, in which are com- 
bined as a unified function all those phases of supply discussed in 
this report, except inspection and the development of standard speci- 
fications, Distinctions between the three military supply organiza- 
tions are pointed out on following pages in the summary and detailed 
reports. 
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tiJtlAKT 1 

Organization for Supply — Department of Agriculture 


OFFICE OF BUDGET AND FINANCE 
The Of f ice of Budget and Finance 
(in addition to other func- 
tions) serves as a staff office 
of the Secretary in overseeing, 
coordinating, and’ supervising 
the budgetary and financial 
affairs of the Department, in- 
cluding procurement management , 
purchasing, salesV warehousing 
and related activities; formu- 
lates and promulgates Depart- 
mental procurement policies 
and procedures; conducts sur- 
veys of bureau and agency pro- 
curement and supply activities ; 
formulates and promotes prop* 
erty utilization, allocation 
and other standards for the 
supply activities that require 
them; awards contracts in ex- 
cess of amounts delegated to 
bureaus and agencies; gives 
direction and guidance to the 
Area Agricultural Equipment 
Coirmittees in Department -wide 
property utilization and dis- 
posal of surpluses; and acts 
as the central point of con- 
tact on procurement and re- 
lated matters* . 


OmCE OF PLANT AND OPERATIONS 


Among other functions, performs 
a central purchasing service 
for those bureaus and offices 
in Washington which do not 
maintain staffs for that pur- 
pose, and operates a central 
storehouse to meet the require- 
ments of the bureaus and of- 
fices of the Department in 
Washington and at field sta- 
tions where economical and 
feasible. 


OFFICES, BUREAUS AMD AGENCIES 
OF THE DEPARTMENT 

Under such limitations and 
instructions as they may pre- 
scribe, agency heads and bu- 
• reau chiefs may delegate to 
competent employees in their 
Washington and field offices 
open market purchasing au- 
thority and (with the concur- 
rence of the Director of Fi- 
nance) contracting authority 
(usually not in excess of 
$10,000); Departmental con- 
trol is maintained for the 
procurement of certain spe- 
cial items. 

Centralized control and man- 
agement of procurement and 
related functions in offices, 
bureaus and agencies is gen- 
erally accomplished through a 
procurement officer. 


REGIONAL, DIVISIONAL, STATION 
AND OTHER OFFICES 
(Outside of D. C.) 

Program and supply operations 
are coordinated by performing 
locally, under delegated au- 
thority, purchase, sales, 
traffic and related procure- 
ment functions- -utilizing to 
the extent economical and 
feasible existing contracts 
or Government stocks from 
available sources, such as 
governmental surpluses, USDA 
Central Supply Division stock, 
Treasury Department, Bureau 
of Federal Supply warehouse 
and supply centers, Federal 
Supply Schedule contracts, 
Federal Prison Industries, 
Inc. products, Government 
Printing Office services aftd 
.-.i^tocks . etc. 


SECRETARY CF 
AGRICULTURE 



CHART 11 

Organization for Supply — Department of Interior 


SjEX:RETAEY (F THE INTERIOR 


Supervises and directs all 
functions and activities, 
including supply. Has dele- 
gated ail contract authority 
to operating agencies, but 
may require his approval on 
specific contracts. 


OFFICE OF THE SOLICITOR 


DIVISION OF BUDGET AND 
ADMINISTRATIVE MANAGEMENT 


As chief legal officer, and 
through technical supervision 
over bureau attorneys, has 
general responsibility for 
ascertaining that contract 
legal requirements are met; 
advises the Secretary on legal 
aspects of specific supply 
questions. 


Has general supervision over 
budgets; advises the Secre- 
tary and the bureaus on or- 
ganization and methods with 
respect to all major funct ions , 
including supply. 


DIVISION OF ADMINISTRATIVE 
SERVICES 


OTHER STAFF OFFICES 


Personnel, Information, Pro- 
grams, Power and others. No 
responsibility or activities 
relating to supply* 


Among other services, procures 
warehouses and distributes 
office supplies and forms for 
all units of the Department in 
Washington and to some extent 
for field offices; has techni- 
cal responsibility for supply 
functions performed in bureaus, 
but not at present staffed to 
exercise this responsibility. 


BUREAUS AND OTHER 
OPERATING AGENCIES 


Bureau of Indian Affairs, 
Bureau of Land Management, 
Bureau of Mines, Bureau of 
Reclamation, Fish & Wildlife 
Service, Geological Survey, 
National Park Service, Bonne- 
ville Power Administration, 
Southwestern Power Adminis- 
tration, Alaska Railroad and 
other territorial agencies* 
Authorized, organized and 


staffed to perform all func- 
tions and activities connec- 
ted with their particular 
programs, including all ad- 
ministrative functions such 
as supply. Such functions 
and activities are exercised 
under delegations from the 
Secretary or in accordance 
with substantive laws and 
appropriation acts, 
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REGIONAL 

OFFICES 


Organization for Supply — Federal Power Commission 


ASST. GENERAL 
COUNSEL ELEC- 
TRIC POWER 


ASST. GENERAL 
COUNSEL NATURAL 
GAS 


DIVISION OF 
INTERPRETATION 
AND RESEARCH 


DIVISION OF 
ACCOUNTS 


DIVISION OF 
ORIGINAL COST 


DIVISION OF 
FINANCE AND 
STATISTICS 


DIVISION OF 
RATES 


DIVISION OF 
GAS CERTIFI- 
CATES 


DIVISION OF 
PUBLICATIONS 


DIVISION OF PER- 
SONNEL AND ADMIN- 
ISTRATIVE SERVICES 


OFFICE OF THE 
CHIEF ENGINEER 


DIVISION OF EXAMI- 
NERS 


DIVISION OF 
ELECTRIC RE- 
SOURCES AND 
REQUIREMENTS 


DIVISION OF 
LICENSED 
PROJECTS 


DIVISION OF 
PROJECTS 
COST 


OFFICE OF THE 
SECRETARY 


DIVISION OF BUDGET 
AND FINANCE 


CONSULTANTS 


OF LAW 


BUREAU OF AC- 
COUNTS FINANCE 
AND RATES 


BUREAU OF LAW 


BUREAU OF AC- 
COUNTS FINANCE 
AND RATES 


THE COMMISSION 


BUREAU OF 
POWER 


CHART IV 

Organizati oii for Supply— De partment of the Army 

[ sECRETARrOF THE ARMY 1 — 
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CHART V 

Organization for Supply — -Department of the Navy 







Organization for Supply-~Department of the Air F 




E. Mecoinmeiwied Supply Orgaiiizatioii 


We .are coiiYiiiceii'by, our study and inYestigatioii. that the supply 
problem of the Government is too vast and diversified for centraliza- 
tion in operations. : We also are convinced that the supply problems 
of the iiiilita^ry services are ■sufficiently diverse and are so intimately 
related to national defense, as to justify separate haiidliiig of tech- 
nical and tactical items. On' the other hand, there, is a large range- 
of coimnon-use items 'which are susceptible to centralized operation, 
either for the civilian or for the military agencies; and, furthermore, 
ill this list of common-use items there are many which could and 
should be handled by one single organization on a Government-wide 
•basis. : 

The long-range objective is to reduce to the minimum the number 
of separate offices engaged in purchasing; the number of storehouses, 
depots or other distributing points; and the number of employees 
working at the several phases of supply. A concomitant long-range 
objective is the maximum simplification of the costly and useless 
paper work wffiich noiv characterizes supply processes. 

lb Centkal Supply Organization 

It is recommended that there be established a Central Supply 
Organization ^ in the Executive Office of the President. The Central 
Supply Organization should by statute be empowered to carry out 
the responsibilities now rather tenuously vested in the Bureau of 
Federal Supply by Executive Order No. 6166 ; and should, in addi- 
tion, have authority to deteimine policies for all elements of the 
supply function in all civilian agencies, including those in the legis- 
lative and judicial branches, and the Government-owned corpora- 
tions. (For though they be relatively limited in scope, the problems 
of supply in the legislative and judicial agencies and in the corpora- 
tions are close counterparts to those of the executive agencies; and 
in the aggi’egate they present a sizable area for potential economies.) 
To determine compliance with its policies, rules, and regulations, the 
Central Siiiiply Organization should be provided with a small but 
able staff to conduct administrative audits and surveys of the sup- 
ply operations in the civilian branches of the Government. 

When it can demonstrate that economy, efficiency, and improved 


^ The name “Central Supply Organization” has been selected as best descriptive of the 
scope of authority and the responsibilities of the recommended agency. For purposes of 
organization and administration, a preferable name would be “Bureau of Federal Supply.” 
This would place it on a coordinate basis with the Bureau of the Budget, with which there 
should be the closest possible teamwork. We cannot, however, conscientiously recommend 
an expansion of functions and authority for the Bureau of Federal Supply of the Treasury 
Department, unless and until that organization has been thoroughly overhauled and unless 
the overhauling results in a shift of policy and attitude from jurisdiction to service. 
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service would it should have the power to iiiake assigmiieuts, 

to the best qualified agency, . of the responsibility for carrying out 
a' supply , activity for all civilian agencies; or should itself assume 
the responsibility: The Central Supply Organization should be the 
policy-determining and coordinating agency in the field of' supply. 

To that end we recommend that it be given the responsibilities-' 
listed oil the following chart (chart VII) , which are discussed in. 
some' detaiT ill' subsequent sections of this' siimmary report and . at 
greater length in the detailed report. Chart VII is intended to 
suggest a logical grouping of activities, but not the' precise' organi- 
zation' structure. 

a. Location 

To discharge these responsibilities effectively, the Central Supply 
Organization should be a part of the Executive Office of the Presi- 
dent. Such location is deemed necessary to give the organization the 
prestige and authority required to command respect for and com- 
pliance with its policies, rules, and regulations among the other 
agencies of the Government.^ 

The rather halting and ineffective efforts of the Bureaii of Federal 
Supply (formerly the Procurement Division) in the coordination of 
certain supply activities is, in part, traceable to its lack of a clear-cut 
mandate from the Congress ; and also, in part, to its location as a 
bureau in the Treasury Department. It is difficult for any Cabinet 
officer, for example, to refrain from appealing to a fellow Cabinet 
officer, or to the President, when one of the bureaus of an executive 
department takes action interfering with time-honored practices in 
his own organization. It is coiTespondingly difficult for a Cabinet 
officer to resist such appeal from a fellow Cabinet member. Conse- 
quently, the Bureau of Federal Supply is constantly liaunted by fear, 
not only of the lack of jurisdiction to carry out its designated duties, 
but also that the Treasury will not back up its policies against protests 
from other agencies. By contrast, it is obvious that the directives and 
policies issued by the Bureau of the Budget carry great prestige and 
are widely complied with because they emanate from the President’s 
Office and in many cases represent his personal wishes and opinion. 
Since supply is also a staff function which cuts across departmental 
lines and likewise affects all agencies, it follows that compliance with 

2 It is assumed that the projects reporting on other staff functions, such as budgeting 
and personal management, will also recommend that coordination and policy determination 
In these fields likewise be lodged in the Executive Office of the President ; and that the 
project reporting on the Office of the President will recommend that the President appoint 
an assistant who would actively supervise such staff or administrative services in behalf 
of the President, thus relieving him of the many time-consuming and exhausting detaOs 
of administration which now are a part of his overwhelming responsibilities. 


policiesis depeiicleiitaipoii their by, or on behalf of, the 

head of the. exeeiitive-braiich of the.Goveriiiiient. 

■ From the above it should not be concluded that centralized coordina- 
,tion and policy detenhination in Federal supply is , unworkable. A 
truer appraisal is that, after 14 years of bungling administration and 
uncertain leadership in the Procurement Division (now the Bureau of 
Federal Supply) , the plan still awaits a fair trial The Procurement 
Division was.nvidently modeled, .organizationally, after the- Bureau 
of Supplies and Accounts'of the Mvyr ' "■Elaborate channels of author- 
ity are of doubtful validity in any organization. They are doomed 
to failure with a civilian staff lacking military discipline. Sporadic 
attempts at reorganization have not cured, and will not cure the basic 
difficulty. 

Although the present administration of the Bureau of Federal 
Supply has inherited an unsatisfactory situation, and is therefore not 
wholly at fault, it is blameworthy for having allowed the situation to 
continue; The supervisory structure is top-heavy with several strata 
of authority separating the workers from the work planners. There 
is little wonder, then, that morale is low ; discipline is nonexistent ; and 
policies are evanescent. 

Any staff agency, to be successful, must place service above self- 
interest. It has no excuse for existence unless it can render better 
service to the agencies than they can perform for tHemselves, and at 
lower cost. It is firmly believed that the Central Supply Organiza- 
tion, if properly organized and based on sendee instead of authority, 
can achieve that aim, with resultant economy and efficiency throughout 
the Government. 

h, Aiministrative Stajf 

The effectiveness of the Central Supply Organization will be depen- 
dent in large measure upon the method of selection and appointment, 
and the qualifications of the top-level administrators. These men 
should be selected solely on the basis of their specialized qualifications 
and prior experience. The Assistant to the President should appoint 
the head of the organization, who should in turn appoint his division 
mid branch chiefs. The administrative hierarchy should be imbued 
with the spirit of public service and should be disinterested in per- 
sonal fame and aggrandizement or in political advancement ; and they 
should be paid salaries commensurate with comparable positions in 
private business.^ 


» It is lioped that the project reporting on personnel management will devise and recom- 
mend the necessary changes in personnel policies and regulations which will permit in- 
dividuals to be selected and appointed in compliance with a written delineation of qualifica- 
tions, without regard to the present preferences and restrictions but with the security of 
tenure now enjoyed by members of- the classified service. 
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specific recommendations are given below for salaries of a 

policy-deterniining officials in the central traffic agency, w uc i, a- 
shown on chart VII, is proposed as a constituent part of the Central 
Supply Organization. Specific salary recommendations a,re a so , 

for the head of the Central Supply Organization and for his _ 

staff of supervisors. It is strongly recommended ■ r. 

such positions be considerably above the present „ vi-„ 

now requires that an individual transferring from private o p^ _ 
business either have an independent source of income, or be so v ^ 
with zeal for Government Service as to enjoy living in pmc ec 

cumstances. . 

The appointment of supply administrators at salaxues mg ’ 
the prevailing ceilings will at first increase the gross salai;yo ifU 
of the Government; but in a short while they will ® 

huge savings through the elimination of duplicate ^ 

ties and through the simplification of supply processes. ^ t 

should realize that the introduction of sound principles o priva e 
business to the public business entails the adoption of one puncip e 
which has proved its merit in our private economy tinie wit ou en , 
and that is “spend money to save money.” 

2. Munitions Board 

The National Security Act of 1947, implemented by directives fiom 
the Secretary of Defense, has established the Munitions Boai on a 
much wider sphere of responsibility and, among its other 
has made it the central coordinating agency for supply policies in 
National Military Establishment.* We believe that its 
gram, as defined in the June 9, 1948, directive from the Secre ary o 
Defense, is definitely pointed in the right direction. We recommena, 
however, that its charter be further expanded to cover all p ® 
supply and to include the functions shown on chart VIII fo owin^,.^^ 

We do not presume to suggest or to recommend how such respmisi 
bilities shall be grouped and organized for administration, noi oes 
chart VIII contemplate the establishment within the Munitions oaic 
of a separate section for each of the elements of the supply 
Its purpose is to show, under each supply element, the na uie an 
extent of the coordinating authority which should be exercise ^ 
Munitions Board. Chart VIII and our discussion and recominencia- 
tions are limited to those phases of the work of the Munitions oar 
concerned with logistics ; they do not touch upon mobilization o man 

<It is believerl that the Munitions Board -nrould find less 
dt^iiartments to its program of supply coordination if its " Mobilma- 

more accurately its functions, wliieli extend far beyond the matter of muniti 
tion and Logistics Board is oSfered for consideration. 
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power, productive capacity and related aspects of planning for a 
national emergency. 

We recommend that the powers and functions of the Munitions 
Board be more clearly defined, in language which is unmistakable 
To insui-e that result, we suggest that the Ifational Security Act of 1947 
be amended to empower the Secretary of Defense to delegate to the 
Munitions Board the necessary broad authority, not only to coordinate 
but also to integrate the organizations and procedures for the various 
phases of supply in the constituent departments of the National 
Military Establishment. It should also be authorized to recommend 
a workable plan for the consolidation of the Marine Corps supply 
system with that of the Navy; to integrate the supply operations and 
organization of the Coast Guard with the Navy; and to suggest, at 
the proper time and after supply assignments have eliminated tL 
current duplication and overlapping, a Department of Supply for 
the militap' services, comparable in function to the Central Supply 
Organization now recommended for the cmlian agencies. 

Before it can carry out successfully its current work piogram, let 
alone undertaking a broader responsibility, the Munitions Board W 
of necessity have to simplify its organization structure and the 
complex channels of authority through joint committees which now 
clog its operations. 

The (jualifications and salaries of policy-determining personnel 
both military and civilian, in the Munitions Board are of equal’ 
importance with those in the Central Supply Organization, and should 
be siniilarly handled. The problem of military personnel in the 
Mimitions Board, as well as in the supply organizations of the militaiy 
departments, would be put on a more satisfactory basis if the Army 
and Air Force were to adopt the Navy’s policy of recognizing supply 
as a separate career service for those who have proved their interest in, 
and aptitude for specialized work. A miiform policy in the National 
I ihtery Establishment would lessen the disruption in administration 
which now occurs when Army and Air Force officers, after a tour of 
duty m logistics, are suddenly transferred to another and different 
assignment and are replaced by officers who may be expert in wholly 
unrelated subjects. 

S. Integratiost or CmxiAif and MmixARr Surmr Problems 

Although, as indicated on chart VII, the Central Supply Organiza- 
. tion would help to develop policies which, in traffic management and 
. other matters, are to be Government-wide in scope and effect, it is 
essen .la t at the National Military Establishment be a partner in the 
development of such policies. 

It is therefore assumed that the Assistant to the President, who ; 
" “ supervise the several staff functions in behalf of the President, 
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would organize and act as chairman of a supply policy coiiimitfee, the 
other members of which would be the chairman of the Munitions Board 
and the director of the Central Supply Organizatioin Such Goiii- 
mittee should not be formalized by statute; but should be an informal 
body to develop supply assignments and policies, rules and regulations 
on supply problems common to both military and civilian agencies; 
to recommend procurement responsibility for special programs, such 
as stock piling or foreign relief ; and to settle any disputes which may 
arise in connection with the integration of the civilian and niilitary 
supply systems. 

Charts VII and VIII (following pp. 26 and 28) indicate the iiiein- 
bership and the duties of the suggested supply policy committee. They 
indicate, too, that the Federal Specifications Board, representing both 
civilian and military agencies, should be continued as the body through 
wdiich standard specifications for common use items will be developed ; 
and also show the proposed establishment of a Federal commodity 
catalog board, representative of both civilian and military agencies, 
to develop the classification and nomenclature of the Federal com- 
modity catalog, and also the rules and regulations making mandatory 
its use in the supply systems of all agencies. 

Through such interdepartmental cooperation and teamwork, it is 
believed that, in the area of common use items, and in those fields 
where uniform policies are practicable and in the public interest, 
the supply problems of the military and civilian agencies of the 
Government can be successfully integrated ; and that simplification 
and economy will thereby replace the present complex and wasteful 
situation in the field of supply. ^ ^ ^ ^ 

4 Aoenoy Suppuy Organization" ■ 

Of equal importance to the establishment of a Central Supply 
Organization is the development of mtegrated supply organizations 
within the various separate agencies of the Government. As shown 
on chart VII, the Central Supply Organization, when properly or- 
ganized and when able to demonstrate potential savings, will be 
engaged in operations as well as in coordination and policy determina- 
tion. It would perform the majority of the supply activities for those 
smaller agencies with concentration of staff at the Washington head- 
"cjuarters..' ■■ ' 

Such action could, it is believed, be taken within a shoi't time after 
the Central Siqiply Organization is established. Likewise, the Mu- 
nitions Board, if empowered and organized to discharge its program, 
will be able in a short time to curtail the staff and organization of the 
military departments, through assignments to the best qualified serv- 
ices of the various segments of the supply function. Nevertheless, 


there will reiiiaiB in ail agencies important residual phases of supply, 
the performance of which will require an organization. 

In all agencies, civilian and military, that carry on Nation-wide or 
far-flung operating programs, it is of the utmost importance that 
there be created an integrated organization for supply. The Post 
Office Department is a prime example of the need for such action. 
In 1904, Congress passed a law® creating in the Post Office Depart- 
ment the offiice of Purchasing Agent. The Purchasing Agent is ap- 
pointed by the President for a 4-year term, and is confirmed by the 
Senate. Organizationally, he reports directly to the Postmaster 
Oeneral; but since the problems of supply are more vitally related 
to the responsibilities of the Assistant Postmasters General, they have 
retained the control over policies and the power of approval or dis- 
approval of expenditures,. 

The Pimchasing Agent performs only the most routine processes of 
soliciting, opening and tabulating bids, and issuing orders. The pur- 
chasing program or schedule, the preparation of , and final decision on 
specifications, and the determination of the successful bidder are all 
retained by the sevex'al Assistant Postmasters General and their ad- 
ministrative staffs. Fiirthei'more, the supply function is almost com- 
pletely centralized in the Washington headquarters; the local 
postmasters can take independent action only on the smallest scale 
and in the gravest of emergencies; and even then, their actions are 
subject to review and criticism by headquarters. It would without 
question be a salutary change and of aid to the postal service if the 
office of Purchasing Agent were abolished by repeal of the creative 
statute; and if instead there were established an integrated supply 
organization under the appropriate Assistant Postmaster General to 
handle the entire problem. 

We do not attempt to prescribe or to recommend any standard form 
of supply organization in the separate agencies, since the widely vary- 
ing conditions would dictate the development of that particular type 
best suited to each agency. We do recommend, however, that in all 
agencies the supply unit should be roughly modeled, in the groupings 
of its activities, after the Central Supply Organization ; that its opera- 
tions be closely integrated with the central body ; and that it be closely 
linked with the agency’s organization responsibile for budget and 
operations planning. We also recommend that the supply organiza- 
tions of the larger agencies with widespread field operations should 
concentrate on the determination of policies, breaking up the Wash- 
ington bottleneck in the control of funds by allotments to the field 
offices for requirements of stock items and for local purchases in 
genuine emergeiicies. 


F. Recapitulation 


In these introductory pages, we have attempted to sketch the magni- 
tude of the supply problem in the Federal Government and the present 
obstacles to efficiency in personal property management. In so doing, 
we have necessarily intersected the areas of interest of the projects 
on personal management and fiscal, budgeting, and accounting ; but 
we have refrained from offering basic recommendations which might 
conflict with theirs. Some of the phases of the work of the Bureau 
of the Budget are, however, so intimately related to the development 
of an effective supply system that we offer some specific recommenda- 
tions, which we hope will not contravene the opinions of our colleagues. 

1. Geneiml. Eecommenbations 

CL That the Bureau of the Budget be given a congressional mandate 
and be provided with funds and staff: to develop further, and to 
apply standards for staffing and work-load performance in the several 
phases of supply in all agencies ; to expand its program for the devel- 
opment and promulgation of standard forms, including those used 
in contracting; to cooperate with the individual agencies in the devel- 
opment of an organization and methods for the curtailment in the 
number and use of forms; and for the simplification of methods to 
eliminate red tape and useless paper work. 

5. That the Treasury be given a congressional mandate to develop, 
and to install, in cooperation with all agencies, one or more simple 
systems of cost accounting which will provide the necessary data to 
show complete and comparative costs of performance of the various 
supply activities. 

c. That a Central Supifly Organization be created in the Executive 
(Mice of the President, to carry out the responsibilities shown on chart 
VIL 

cl. That the name of the Munitions Board be changed, and that its 
work program be expanded to include coordination and integration 
of all phases of supply or logistics in the National Military Establish- 
ment, as shown on chart VIIL . V 

e. That the Assistant to the President in charge of staff or admin- 
istrative services, the chairman of the Munitions Board, and the direc- 
tor of the Central Supply Organization constitute an informal supply 
policy committee to integrate supply policies between the civilian and 
the military agencies, and to develop, on a cooperative basis, an over- 
all, Government-wide supply system, 

/. That the several phases of supply be integrated within each 
agency through the establishment of a supply organization, closely 


there will remain in ail agencies important residual phases of supplj^, 
the performance of which will require an organization. 

In all agencies, civilian and military, that carry on Nation-wide or 
far-flung operating programs, it is of the utmost importance that 
there be created an integi'ated organization for, siippljr. The Post 
Office Department is a prime example of the need for such action. 
In 1904, Congress passed a law ® creating in the Post Office Depart- 
ment the office of Purchasing Agent. The Purchasing Agent is ap- 
pointed by the President for a 4-year term, and is confirmed by the 
Senate. Organizationally, he reports directly to the Postmaster 
Oeneral ; but since the problems of supply are more vitally related 
to the responsibilities of the Assistant Postmasters General, they have 
retained the control over policies and the power of approval or dis- 
approval of expenditures.. 

The Purchasing Agent performs only the most routine processes of 
soliciting, opening and tabulating bids, and issuing orders. The pur- 
chasing program or schedule, the preparation of, and final decision on 
specifications, and the determination of the successful bidder are all 
retained by the several Assistant Postmasters General and their ad- 
ministrative staffs. Furthermore, the supply function is almost com- 
pletely centralized in the Washington headquarters; the local 
postmasters can take independent action only on the smallest scale 
and ill the gravest of emergencies; and even then, their actions are 
subject to review and criticism by headquarters. It would without 
question be a salutary change and of aid to the postal service if tlie 
office of Purchasing Agent were abolished hy repeal of the creative 
statute; and if instead there were established an integrated supply 
organization under the appropriate Assistant Postmaster General to 
handle the entii'e problem. 

We do not attempt to prescribe or to recommend any standard form 
of supply organization in the separate agencies, since the widely vary- 
ing conditions would dictate the development of that particular type 
best suited to each agency. We do recommend, however, that in all 
agencies the supply unit should be roughly modeled, in the groupings 
of its activities, after the Central Supply Organization ; that its opera- 
tions be closely integrated with the central body ; and that it be closely 
linked with the agency’s organization responsibile for budget and 
operations planning. We also recommend that the supply organiza- 
tions of the larger agencies with widespread field operations should 
concentrate on the determination of policies, breaking up the Wash- 
ington bottleneck in the control of funds by allotments to the field 
offices for requirements of stock items and for local purchases in 
genuine emei'gencies. 


F, Recapitulation 


In these introclnctory pages, we have attempted to sketch the magni- 
tude of the supply problem in the Federal GoYerrimeiit and the present 
obstacles to efficiency in personal property management. In so doing, 
we have necessarily intersected the axeas of interest of the projects 
on personal management and fiscal, budgeting, and accounting ; but 
we have refrained from offering basic recommendations which might 
conflict with theirs. Some of the phases of the work of the Bureau 
of the Budget are, however, so intimately related to the development 
of an effective supply system that we offer some specific recommenda- 
tions, which we hope will not contravene the opinions of our colleagues. 

1. General Eecommendations 

CL That the Bureau of the Budget be given a congressional mandate 
and be provided with funds and staff: to develop further, and to 
apply standards for staffing and work-load performance in the several 
phases of supply in all agencies; to expand its program for the devel- 
opment and promulgation of standard forms, including those used 
in contracting; to cooperate with the individual agencies in the devel- 
opment of an organization and methods for the curtailment in the 
number and use of forms; and for the simplification of methods to 
eliminate red tape and useless paper work. 

That the Treasury be given a congressional mandate to develop, 
and to install, in cooperation with all agencies, one or more simple 
systems of cost accounting which will provide the necessary data to 
show complete and comparative costs of perfoiunance of the various 
supply activities. 

a. That a Central Supply Organization be created in the Executive 
Office of the President, to carry out the responsibilities shown on chart 
VII.' 

(L That the name of the Munitions Board be changed, and that its 
work progi'am be expanded to include coordination and integration 
of all phases of supply or logistics in the National Military Establish- 
ment, as shown on chart VIII. 

e. That the Assistant to the President in charge of staff or admin- 
istrative services, the chairman of the Munitions Board, and the direc- 
tor of the Central Supply Organization constitute an informal supply 
policy committee to integrate supply policies between the civilian and 
the military agencies, and to develop, on a cooperative basis, an over- 
all, Government-wide supply system. 

/. That the several phases of supply be integrated within each 
agency through the establishment of a supply organization, closely 
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linked witli tlie agency's, .organization 'responsible for budget and 
operations plannmg. ■ 

2*. .Specific AKD Detailed Ej3cdmmej^datioxs 

■ On the following pages, specific .and detailed recommendations, 
whereby the above general recommendations may be ' implemeiitecl, 
are included in summary form on each phase of the supply fiiiictioii, 
ill connection with a. brief presentation of the problem, findings and 
discussion, and achievements anticipated. The specific findings and 
recommendations are . repeated and considerably elaborated in the 
detailed report. 


!• PUMCHASING 


A. The ProMem 

The purchasing problem of the Government is perhaps the most 
complex one in the world. In range of commodities bought and in 
the vast number of points at which such commodities ai^e used, no 
other public or private corporation can be used as a basis of compari- 
son. No existing or ready-made purchasing sj^stern can, thei*efore, 
be recommended as the solution. Though the problem is unique, 
neverthelessj manjT of the methods found practicable in other gov- 
ernnients and in private business could beneficially be adopted for 
(ise in the Federal Government, 

When the Government was a simple organization and when the 
majority of its services and operations were performed by manual, 
rather than by mechanical means, its needs in supplies, materials, 
and equipment were quite limited in number and in cost. Now, 
by contrast, the Government buys and uses in small or in large quan- 
tities practically every known type of commodity. Its total pur- 
chases run into billions and the distribution of its personal property 
is so vast that traiisportatioii costs are now almost 1 billion dollars 
per year. 

As new- agencies and new services have been added, separate pur- 
chasing offices have been created. In complete contrast with the 
situation on property identification and property utilization, one 
outstanding characteristic in Government purchasing is over- 
organization, Barring a long and detailed survey, it is impossible 
to state at ho^Y many thousands of points orders for supplies, mate- 
rials, and equipment are now placed by Federal employees. A direc- 
tory of purchasing offices in the District of Columbia issued by the 
Bureau of Federal Supplj^ includes over 125, most of wdiich are head- 
quarters organizations. Dependent upon the type of set-up in each 
agency, there are many or a limited number of field offices outside 
Washington at which orders are issued against Federal Supply 
Schedules or at which open-market purchases are made. In count- 
less eases these scattered organizations are competing against each 
other in the purchase of identical items at the same time, and fi'e- 
quently from the same sources of supply at varying prices. 

Such unplanned purchasing in small lots is wasteful and extrava- 
gant. On the oilier hand, many of tte Government’s purchases am 


Blade tliroiigli central purchasing- offices in such large quantities that 
thej shrink the supply available for our private economy. They, 
loo, are unplanned, and usually have no relationship to market con- 
ditions. Consequently, the Government frequently goes into the 
market for large quantities at the wrong time and by so doing 
increases the prices paid by the general public. 

It was impossible within the time limitations of this project to deter- 
inine accurately how many Federal employees are now engaged in pro- 
curement activities. As explained in the detailed report, the military 
departments reported, through the Munitions Board, a total of 6,500 
piirchasiiig employees with annual salary obligations of almost 
$20,000,000. Through the ‘‘Occupational Survey of Employment as 
of July 31, 1947,” of the Civil Service Commission, it was found that 
the civilian agncies employ approximately 2,000 people in technical 
purchasing positions, exclusive of stenographic and cleincal employees. 
In addition to this partial roster of purchasing employees many hun- 
dred others are buying on a part-time basis at headquarters offices of 
small agencies or at field offices of large agencies. 

Another outstanding characteristic of Goveniment procurement is 
overregulation. Here, again, the situation is in direct contrast with 
other phases of supply on which statutes and regulations are almost 
entirely lacking. In Civil War days the Congress passed a law, since 
known and revered as section 3709 of the Revised Statutes, which has 
been the keystone of contracting procedui^e. By its brevity and gen- 
erality, it has encouraged copious interpretations by the office of the 
Comptroller General and by policy-determining officials in the various 
agencies. As a I’esiilt, the regulations applying to purchasing are 
mountainous in volume. In every conceivable phase of every step in 
contracting thei'e are various and sundry prohibitions. Government 
purchasing, therefore, has become almost a matter of tuming the 
crank and grinding out documents. The ceremony of soliciting, open- 
ing and tabulating bids, and of awarding orders has concentrated in 
most places on price only. The more basic and fundamental principle 
of value is completely overshadowed. 

Since under these conditions purchasing in most agencies has become 
a humdrum routine, there has grown up the fixed concept that anyone 
can buy. This erroneous idea has been fostered by civil-service classi- 
fications and regulations, according to which a purchasing officer is 
supposedly expert in buying any type of commodity— be it stationery 
or construction equipment. Furthermore, the salaries applicable to 
purchasing positions are a depressant to anyone wishing to make 
buying a career. There is gi’eat need for specialization to supplant 
generalization, and for a new atmosphere and outlook wdiich will 
provide the stimuli for initiative and the exercise of judgment. 


The iniproveiiieiit of Government purchasing, then, x^enters around 
four basic problems : 

1. To reduce tlie number of buying offices to the' niinimuiB by eliminating super- 
fluous organization. This could and sliould he accompanied by a' corresponding 
reduction in salary costs and otherexpenses. 

2. To substitute general regulations for detailed regulations and thus to open 
«|) a new field for adniinistrative judgment on the part of contracting officials. 

3. To staff the remaining purchasing offices with personnel who will take 
advantage of more latitude in operations and will elevate purchasing methods 
to a professional level. 

4. To regulate and control the time, length, and quantity of Government con- 
tracts by proper planning and scheduling, by consolidation, by purchase assign* 
inents, and by other means. " • 


B. Findmgs and Discussion 

1. PUKCHASING OrGAKIZATION 

There is little evidence of uniformity in the organization or admin- 
istration of Government purchasing offices. In civilian agencies the 
lack of standardization is particularly marked. The Post Office De- 
partment is an example of those agencies whicli attempt to control 
every penny of expenditure and every phase of pprchasing procedure 
from Washington headquarters. The Department of the Interior is 
an example of the reverse situation where veiy limited control is 
exercised by headquarters and where almost complete autonomy is 
vested in the individual bureaus. The Department of Agriculture 
exemplifies a compromise situation. In that Department broad pro 
curemeiit policies are prescribed, and the principal contracts are 
awarded, at Washington headquarters. The interpretation of the 
general policies and the awarding of smaller contracts are responsi- 
bilities of the separate bureaus, which they exercise through head- 
quarters, regional, district, and field offices. 

In the military agencies there is also considerable discrepancy in 
organization and methods. The Department of the Army has del- 
egated almost complete responsibility to the seven technical services 
ill purchasing and other phases of supply. The Navy has long fol- 
loived a diametrically opposite policy. The Navy’s Bureau of Sup- 
plies and Accounts is responsible for the purchase of common-use 
items, while the items peculiar to the requirements of the technical 
bureaus are separately handled. The Air Force, on the other hand, 
has rather completely centralized its purchasing in the Air Materiel 
Command at Dayton, Ohio. 

In all three departments of the National Military Establisliment, 
there is a common thread of uniformity. The Secretary, acting 
through the Assistant Secretaiy, of the Army, the Navy, and the Air 


.Force liaB reserved the authority to approve^ and to .promaigate gen- 
eral policies and regulations on problems of logisticSj iiieluding pro- 
cureiiieiit, 

■' The Marine Corps, although organizationally a part of the Navy, 
has thus, far maintained its autonomy and buys through' a quarter- 
master in the office of the Commandant. The Marine Corps require- 
ixients ill technical and tactical equipment are more closely akin to 
those of the Army than of the Navy ; nevertheless, it should be prac-' 
ticable through a purchase assignment of the Munitions Board to 
inciiide Marine Corps requirements with those of other technical 
bureaus and seiwices. This, it is believed, would be more easily 
achieved if the Marine Corps purchasing organization were merged 
with that of the Navy. Thus, items common to the needs of both 
Navy and Marine Corps would be handled through the Navy Bureau 
of Supplies and Accounts and the present contract duplication would 
disappear. 

The Coast Guard, which in time of war becomes a part of the Navy, 
has its own separate purchasing organization; and on many items, 
uses different specifications. 

Since 1938 the Procurement Division (now the Bureau of Federal 
Supply) of the Treasury Department has been the designated agency 
for effecting coordination in pm'chasing. For a variety of reasons, 
which are discussed more fully in the detailed report, it has largely 
failed of its mission. 

The need for uniformity in purchasing and other supply activities 
in the military agencies was recognized by Congi'ess in 1947 when it 
provided, in the National Security Act, for the delegation by the 
Secretary of Defense to the Munitions Board of the power to recom- 
mend purchase assignments and otherwise to bring about coordination 
among the three separate departments. 

2. Purchasing Policies, Practices, and Procedures 

Many records are maintained by Government purchasing offices, 
but only a modicum of such records has practical application. Since 
purchasing in most agencies is now a routine matter governed almost 
entirely by regulations, there is little incentive for a buyer to become 
versed in market price trends or conditions. Similarly, purchasing 
officers are seldom a party to program planning and are unaware of 
what is to be purchased in advance of receipt of requisitions, where- 
upon they are supposed to act without question and as quickly as red 
tape will permit 

There is also a glaring lack of data on the true cost of performing 
the puixhasing f luxctiou. As pointed out in the introduction, a timely 


and' hopeful effort is under way by the Bureau of the Budget to ' es- 
tablish staffing standards and cost yardsticks, to be used .as, .more 
scientific and more intelligent criteria of budgetary requests., t 

All sizable purcliavsing offices maintain lists of potential bidders. 
Such, bidders lists are usually voluminous and include the names .of' 
every individual, partnership, or corporation, which asks to be listed. 
The use of such bidders lists is also indiscriminate. In many agencies 
the entire list of potential bidders on a given class of commodities is 
circularized on each prospective transaction. Although now liam- 
struiig by restrictive decisions of the Comptroller General, it is be- 
lieved that most civilian purchasing officers are unduly apathetic and 
that they could put forth more effort to restrict competition to re- 
sponsible vendors. Under existing circumstances, most awards, ex- 
cept in connection with large pui‘chases of highly technical equipment, 
are made to the bidder who submits the lowest price. 

Term contracts for indefinite quantities, as best exemplified by the 
Federal Supply Schedules, provide one of the brighter aspects of 
Government contracting methods. Such contracts centralize the 
awards but decentralize the placing of orders, thus, theoretically at 
least, securing the benefit of bulk buying wdiile permitting small-lot 
deliveries as needed. However, the Federal Supply Schedules and 
otlier comparable term contracts tend to become routinized. They 
should be constantly scrutinized and studied, to be kept in tune with 
changes in distribution practices in the commercial world. A careful 
study would doubtless show^ that economies would result from purchase 
and distribution as stock items of many commodities now" on tei^m 
contracts; and that, contrariwise, many items now handled through 
storehouses could more advantageously and more economically be 
bought and distributed on term contracts. 

There is a tendency throughout the Government, particularly in 
the civilian agencies, to concentrate purchasing activities in Washing- 
ton, D. C. This tendency is, for the purchase of many commodities, 
a major error. The District of Columbia is not in any respect a market 
center. Sales representatives in the Distinct are selected on the basis 
of their familiarity with Government regulations or on their wide 
acquaintance with contracting officers. The ^‘Washington bottleneck" 
also tends to build up monopolies for those suppliers who can afford 
Washington sales offices or wdio are large enough to take a chance on 
indefinite quantity contracts. Many small but reputable business 
firms are thereby excluded from medium-sized contracts which they 
could competently handle if the responsibility were decentralized and 
if contracts w"ere awarded on a basis of geographical zones. 

One of the major advances in Federal purchasing occurred in 194:7 
w’hen the Congress enacted the Armed Services Procurement Act. 
This act, applying only to the military agencies, repealed section 3709 


of the Revised Statutes and pennits contracts to be negotiated mider 
specified circumstances and conditions. The act thereby in large part 
nullified the decisions and the regulations which have been piled up as 
interpretations of section 3709 of the Revised Statutes. It also 
raised from $100 to $1,000 the ceiling on purchases which can be made 
without securing competitive bids through broadcasting of invitations. 
Ill brief 5 it made permanent the progressive procurement practices 
which were built up during World War II under provisions of the 
First War Powers Act. 

Pursuant to the more liberal provisions of the Armed Services Pro- 
curement Act, the military agencies have prepared the Armed Services 
Procurement Regulations, which prescribe how and when contracts 
can be negotiated; how competition can be confined to responsible 
bidders; how lists of acceptable products can be prepared, maintained 
and used, in lieu of detailed specifications; and how awards can be 
made on the basis of other factors than price, including quality and 
value. 

The extension of the Armed Services Procurement Act to purchasing 
activities of the civilian agencies would be an improvement much to 
be desired. In addition, the present act should be further liberalized 
and modified to : 

1. Permit the procurement of nonperishable subsistence by negotiation. 

2. Permit, in eases where a number of bids—some reasonable and some unrea- 
sonable — ^have been received for fractional parts of the requirements, the accept- 
ance of the reasonable bids, the rejection of the unreasonable ones, and negotia- 
tion for the remainder of the requirements. 

B. Increase from $25,000 to $100,000 the amount of the contracts which the 
agencies may place for experimental and developmental work without written 
approval of the heads of the I’espective departments. 

As a safeguard against abuse, the administration of this law" in 
civilian purchases should be governed by regulations defining pre- 
cisely the conditions under which, and the procdure by wdiich, con- 
tracts may be negotiated and requiring competitive bids wherever 
possible on transactions under $1,000 in value, although making such 
competition less formal and ceremonial than has been the practice 
under the interpretation of section 3709 of the Revised Statutes. It 
would be a step forward if the military regulations were also to require 
competition wherever possible on purchases under $1,000. 

'^Seasonal” buying based on scheduled requisitions and program 
planning is also a crying need in Government purchasing. To buy 
wdien the time is right and to contract in advance of need are ear- 
marks of efficiency in private buying. To effect these results in Gov- 


eriiment, however, the buying office must be provided, with several 
essential tools. It must, first of all, have funds with which to contract 
in advance of the receipt of requisitions from the ' agencies which it' 
serves. 

Revolving funds should be supplemented by “advances” of funds 
from the largest requisitioning agencies at the time they submit their 
purchase program. The office which is purchasing a given class of 
commodities either on a consolidated basis or on a purchase assign- 
ment must also have authority to require the agencies which it serves 
to submit requisitions for their needs at such times and for such future 
periods as may be dictated by prospective market conditions. 

The purchasing office must also have authority to challenge the 
specifications set forth on requisitions. If any agency has latitude 
for deviating from a standard specification or for requiring special 
manufacture of an item which is commercially produced in standard 
quality, centralized buying then results only in centralized order-plac- 
ing. It is suggested that the Federal Specifications Board be invoked 
as the arbiter in unresolved specification controversies of this nature, 
and that its decision should be accepted by both the buying and requisi- 
tioning officials. 

As shown in the purchasing section of the detailed report, an analy- 
sis of 600,000 purchase orders issued by 19 civilian agencies revealed 
that 90 percent of the orders represented only 10 percent of the dollar 
value of expenditures. It has been estimated, on the basis of this 
and other analyses, that approximately 3,000,000 purchase orders are 
issued annually by the various and sundry Federal buying offices and 
that approximately one-half of this huge quantity of orders average 
less than $10 in value. The partial cost of processing a purchase 
transaction is greatly in excess of $10. 

Under the present uncoordinated purchasing practices, hundreds 
of thousands of transactions therefore cost the taxpayer more in 
paper work than the value of the commodities being purchased. 
It is impossible, of course, to state definitely what could be saved by a 
reduction of red tape to reasonable limits; but it is safe to assume that 
the economies would run into millions of dollars. 

Another form of red tape which discourages competition and con- 
stantly annoys businessmen desiring to do business with the Govern- 
ment is the present multiplicity of contracting forms. It is believed 
possible and feasible to bring order out of the current chaos through 
the adoption of a standard form, as recommended below. 

There follows a list of the recommendations for coordination, inte- 
gration, and improvement in Government purchasing. The basic 
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facts ^Biiderlyiiig' and siippoiiing some of these recommendations are 
not discussed ill this summary, but are to be found in the purchasing 
section of the detailed report, 

C* Recoiiimeiidatioiis 

1 PdEOHASING OrGx\NI2ATION 

a. OimUan Agencies 

(1) The Central Supply Organization . — ^The Central Supply Or- 
ganization in the Eseciitiye Office of the President should have a 
purchase and stores division. The purchasing and the storage and 
issue phases of the supply function would thus be combined for pur- 
poses of administration, to effect the vital and necessary coordination 
in planning and inventory control. The purchase and stores division 
should have both operating and policy-determining functions, as 
shown on chart VII. 

As an operating unit, it would have authority to act as a central 
purchasing office for the needs in common use items of all civilian 
Executive agencies, for legislative and judicial agencies, and for 
Government-owned corporations — ^if after study of all factors in- 
volved it could demonstrate potential economies from such consoli- 
dated purchases. 

It should also have authority to act as the central purchasing office 
for small agencies and to eliminate their separate organizations and 
staffs if, likewise after survey, it could demonstrate potential econo- 
mies from such consolidations. 

It should be given the authority to prepare and to award Federal 
Supply Schedules and to make their use mandatoi’y by all agencies 
both in Washington and in the field. 

It should also have authority to establish headquarters offices, and 
also branch offices for buying, and for storing and distributing, com- 
mon use items for all civilian agencies in their respective areas ; and 
to designate certain branch offices, located in market centers, as the 
sole buying agencies for all civilian requirements in designated 
commodities. 

As a policy-determining unit, it should have authority to determine 
by whom purchases would be made, through ‘‘purchase assignments’- 
to those agencies which, after study of all factors involved, are con- 
sidered to be best fitted to buy designated classes of commodities. 
It should also have authority to develop uniform buying methods 
and to prescribe their use by all civilian agencies through rules and 
regulations and through manuals of procedure. It should have a 
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small, competent: staff to, conduct '‘^‘administrative^ audits’' , to .' deter-: 
mine conipliance with rules,. regulations, and prescribed procedures;, 
to study and report on prospective purchase assignments; .and to, 
survey the purchasing organizations and methods of civilian agen- 
cies to determine whether their separate buyi,ng fac,ilities should be 
(‘oiitiiiiied or should be taken over by the Central Supply Organiza- 
tion. 

(2) Departmsntal purchasing orgamzations, — ^The larger civilian 
agencies should continue to have separate purchasing organizations. 
It is not feasible to recommend a standard type of departmental 
organization, becatise of the widely varying conditions and reqiiire- 
iiieiits. It is recommended, however, that the departmental pur- 
chasing office be a part of an organization in which all phases of the 
supply function are combined, comparable to the functional gi‘oup- 
ings shown or chart VII for the Central Supply Organization; and 
that such supply unit should be closely identified with the depart- 
mental organization for budget and operations plamiing. 

h. Military Agencies 

(1) The Munitions Board.— Munitions Board should act as 
the coordinating body in purchasing and other phases of supply for 
all military agencies. In that capacity it should exercise policy- 
determining functions comparable to those of the Central Supply 
Organization for the civilian agencies. No operating functions are 
proposed for the Mimitions Board, Chart VIII shows under “pres- 
ent” functions those which were assigned by the Secretary of Defense 
in his directive of June 9, 194:8. 

As spelled out below, in the outline of recommended legislation, 
the National Security Act of 1947 should be amended to make umnis- 
takable the authority of the Secretary of Defense to exercise these 
powers and to delegate them to the Mimitions Board. It should 
also provide that the Board could be authorized to recommend, after 
study, necessary changes in pimchasing organization and staff in 
the Army, Navy, and Air Force to achieve simplification in procure- 
ment; that it be authorized to provide by regulation for the transfer 
of excess property from one military agency to another; and that the 
Board should recommend plans, after study, for the consolidation 
of the purchasing organization of the Marine Corps with that of the 
Na.vy, also and for the integration or consolidation of the purchas- 
ing organization and specifications for equipment of the Coast Guard 
with the Navy’s supply system. Although the technical and tacti- 
cal equipment of the Marine Corps is more closely akin to that of the 
Ai'iny than of the Navy, it should be practicable to include Marine 
Corps equipment with similar needs of other technical services 


ttoougb.' a purchase assignment of the Munitions Board. The Ma- 
rine Corps needs in common-use items would be handled by the Navy 
Buimu of Supplies and Accounts. 

(2) Departmer^tal jm^chasing orgamzations. — ^For the immediate 
future or until, through purchase assignments and structural changes, 
uniformity in organization and methods can be achieved, separate 
purcliasing facilities should be operated by the Aimy, Navy, and 
Air Force. It is expected that the Air Force will continue its policy 
of centralized purchasing. It is recommended that the Army es- 
tablish a central organization comparable to that of the Navy, by 
separating procui'emeiit and other phases of supply from the service 
functions of each of the seven technical branches. 

Eventually, it is believed that there should be established a central 
supply unit for the National Military Establishment by which com- 
mon-use items would be purchased, and purchasing policies would be 
established, for all three constituent departments,. 

Integration of Civilian and Militmy Purchasing 

Although not recommended as a statutory body, it is assumed that 
the Assistant to the President in charge of service functions would 
set up an inf ormal supply policy committee (as shown on charts VII 
and VIII, following pp. 26 and 28), consisting of himself as chairman, 
the Chairman of the Munitions Board and the Director of the Central 
Supply Organization. It would be the functions of this committee 
to develop purchase and other supply assignments, and policies, rules 
and regulations for the purchasing of all items common to the use 
of both civilian and military agencies; and to recommend procure- 
ment responsibility for special programs, such as stock piling or 
foreign I'elief . 

When such assignments, policies, rules, and regulations have been 
agreed upon, they should be promulgated and prescribed in behalf of 
the President by the Assistant to the President, since they would 
apply alike in terms and effect to all agencies. 

Through such supply policy committee and the Executive Office of 
the President, it would, therefore, be possible to achieve the long- 
range objective of reducing to the minimum consistent with successful 
operation the number of organizations and employees engaged in pur- 
chasing for the Government, 

2. PtTRCHASINO PeKSONNEIi 

Purchasing and other phases of the supply function should be recog- 
nized as a career in which progressive and enterprising individuals 
can aspire to responsible positions and earn salaries comparable to 
those paid for like positions in private industry. It is hoped that the 
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project on Federal personnel management will point' the way to a 
complete O'rerhaiil of the civil-service system to make this objective 
possible. As one means for attracting high-caliber personnel to the 
supply service, it is recommended that the present ■ ceiling on civil 
service positions be raised from $10,330 to $15,000 per annum and 
that mtermediate gTades be correspondingly adjusted. It is also 
recommended that the Army and Air Force consider the advisability 
of recognizing supply as a career .service for officers, as has' long been, 
the Navy practice. ■ 

The Congress has recently recognized the salary factor in securing 
the services of a high-caliber inclividiial when it provided, in the 
National Security Act of 1947, that the Chairman of the Munitions 
Board should be paid $14,000 per year- With all due respect, this 
figure still seems inadequate for the position and it is recommended 
that the Director of the Central Supply Organization, whose respon- 
sibilities would be comparable, be paid $20,000 per year ; and that 
the Assistant Directors in charge of the Purchase and Stores and other 
divisions receive animal salaries of $17,500. 

3. Purchasing . BY Negotuition 

The Armed Services Procurement Act of 1947 was a major advance 
in the purchasing methods of the military agencies. It repealed 
section 3709 of the Eevised Statutes and made permanent the authority 
for negotiating contracts and for other progressive procedures which 
had been developed under the provisions of the First War Powers Act. 

As further improvements, we recommend that the Armed Services 
Procurement Act be amended in three important respects, as i)ointed 
out above. We also recommend that it be extended to civilian agen- 
cies and be called the Federal Procurement Act. To guard against 
abuse of its provisions which are more liberal than section 3709 of 
tlie Kevised Statutes, we recommend that the amended act provide that 
purchases by civilian agencies shall conform to rules and regulations 
prescribed by the Central Supply Organization. 

In addition to authorizing negotiation of contracts, it would effect 
three other salutary improvements in civilian contracting methods ; It 
would raise from $100 to $1,000 the ceiling on purchases which can be 
made without advertising for bids ; it would set aside the ‘“^stock pile’’ 
of decisions of the Comptroller General applicable to section 3709 of 
the Eevised Statutes which now hamstring the purchasing officer at 
every turn: and it would permit puiuhasing on the basis of value 
rather than on price alone, since the act permits award “to that re- 
sponsible bidder whose bid, conforming to the invitation for bids, will 
be most advantageous to the Government, price and other factors 
considered.” 
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Oe tlie other liaiid, it woiild be expected that the riiles and regula- 
tions of the Central Supply Organization would : 

1. ' Strictly Uefine tiie conditions ' under which, and the nroeediire by which, 
con traets'coiiid be ''negotiated; and 

2. ' Require competition wherever possible on all parchases' under |1,000, 
although lessening the time, scope, and formality of such competition. 

4 PiiKOHASiKG Policies, Practices,., and Procedures 
a. Manuals of Regulations and 'Procedures 

In the military agencies, general policies on procurement are now 
determined by the Secretary of each Department through the Assist- 
ant Secretary. It is recommended that the adoption of policies and 
the maintenance of the ilrmed Seiwices Procurement Eegulations be 
made a function of the Munitions Board. Policies and rules and 
regulations could thus more easily be made uniform for all depart- 
ments by group conference and agreement rather than independently. 
This change would be easity effected, and would be a logical step, since 
the Under or Assistant Secretary of each of the three Departments is 
a member of the Munitions Board. 

With the extension of the Armed Services Procnrement Act to the 
civilian agencies, it would be expected that the rules and regulations 
of the Central Supply Organization would embody the progressive 
purchasing methods now found in the Armed Services Procurement 
Regulations, including : 

1. Tbe metbods for insuring responsibility of bidders and contractors and for 
circulating lists of debarred bidders ; and 

2. Tbe compilation, maintenance, and use of lists of ‘^qualified” products. 

It is contemplated that the Munitions Board would compile master 
lists of qualified products and debarred bidders for the National Mili- 
tary Establishment and the Central Supply Organization would com- 
pile similar lists for the civilian agencies. Through the supply policy 
committee, therefore, agreement should and could be reached on a Gov- 
ernment-wide list of qualified products, and on an over-all policy for 
circulating information concerning the responsibility (or irresponsi- 
bility) of bidders. 

The Central Supply Organization should be empowered, as stated 
above, to prepare and to prescribe uniform manuals of purchasing 
procedure applicable to all civilian agencies. Eventually, through 
the supply policy committee, there should be prescribed by the Execu- 
tive Office of the President a Federal Government maiuial in which 
purchasing is reduced to the simplest possible procedure. Such manual 
would not only be the means to great economy in purchasing opera- 
tions, but would be a boon to the American businessman who now gets 
lost in the rabbit warren of multiplicity. 
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h. Financing Pwrehases 

' It is recomiiieiided that the total overhead costs of purchasing' should 
be financed by direct appropriations and not by a surcharge based on 
a percentage of the purchase price. The only exception sliouid be 
when a piirchasiiig office is not adequately staffed to handle a suddenly 
expanded purchase prograna; and! in such cases the extra voliiine of 
work should be done for the requisitioning office on a reimbursable cost 
basis. 

The Central Supply Organization and the large departmental pur- 
chasing units should have adequate revolving funds with which to 
finance large-scale purchases on purchase assignments or for their re- 
spective organizational needs. The revolving funds should be sup- 
piemeiited by ^'^advances'^ of funds by the agencies or bureaus for which 
large purchase programs are executed. 

The ^‘Washington bottleneck” which exists in some agencies should 
be broken up by periodic allotments to field offices for purchases or 
for securing their stock item requirements from the nearest field ware- 
house of the Central Supply Organization, without the necessity for 
reference to or approval by the headquarters office on individual 
transactions. 

c. Bidders Lists 

Bidders lists should be confined, insofar as possible, to those poten- 
tial supliers who are known to be responsible. Such lists should be 
periodically examined and revised, to save the costs of distributing in- 
vitations to bid to unqualified concerns or individuals. Contractors 
who have proved to be irresponsible in their dealings with the civilian 
agencies should be reported to the Central Supply Organization; and 
in the military agencies, to the Munitions Board. Such information 
should be distributed throughout the Government, so that a contractor 
who has proved irresponsible with one agency will not do business with 
any agency. 

d. Atoard to Small Business Concerns 

Many commodities used by the Government should be purchased 
on “zoned” contracts covering the total requirements of all agencies in 
the respective geographical area. By this method, the price advan- 
tages of centralized purchasing could be obtained ; but the total over- 
all business could be distributed among a greater number of con- 
tractors, thus permitting small business concerns to compete for 
regional contracts which they would be unable to handle on a national 
basis. 
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e. Tefffb {Inde'fimte Quantity) OontraGts 

The Federal Supply Schedules have demonstrated the value of cen- 
tralized contracting, with decentralized ordering, on many common 
use items. Such term contracts should be extended farther into the 
field of contractual services, such as stenographic and reporting serv- 
ices, trucking services, etc. ' ■ 

To achieve their maximum usefulness in commodities or contractual 
services, however, term contracts should be continuously studied both 
before and after award. Many items now covered by Federal Supply 
Schedules, or by term contracts awarded by the Navy or other clepart- 
inents, should be scrutinized carefully to determine whether they could 
not more economically be purchased in definite quantities for direct 
delivery or for distribution through stores. Contrariwise, some items 
now being bought in the open market on many small orders, or being 
handled as stores items, might more economically be procured on term 
contracts. Term contracts should also be regionalized wherever pos- 
sible to bring the supplier closer to the ordering agencies, to curtail 
transportation costs and to increase the number of Federal suppliers. 
All term contracts should be made mandatory for use in all practi- 
cable cases by both headquarters and field offices. They should also 
provide maximum and minimum quantities which the contractor is 
required to furnish, or the Government is permitted to order. 

/, PivTohasing With the Market 

Great savings could be effected if Government purchases were more 
frequently made on a ^^seasonal” basis. To take advantage of favora- 
ble market conditions, however, any central purchasing agency or anj^ 
departmental agency carrying out a purchase assignment will have to 
be provided wuth funds with which to finance such purchases. Eevolv- 
ing funds are the preferable method. 

To supplement the revolving funds, the agencies should be required, 
by rules and regulations prescribed by the Central Supply Organiza- 
tion or by the Munitions Board, to ^^advance” funds when they submit 
their purchase programs to the central agency or to any agency carry- 
ing out a purchase assignment. 

Advance planning and scheduling of purchases should also be 
effected, if purchasing is to be done on an orderly basis. Again under 
rules and regulations prescribed by the coordinating agencies, all 
branches of the Government should be required to submit their req- 
uisitions at such times and for such future periods as the central pur- 
chasing office or the departmental purchasing office carrying out a 
purchase assignment may prescribe. 

In order to consolidate separate agency requisitions into bulk quan- 
tities, the central purchasing agency must also have authority to 
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clmllenge, and to require tlie |iistificatioii of,"a request for quality 
wliicli deviates from a standard specification or from accepted noin- 
mercial practice. Otherwise, any attempt to centralize purchasing will 
result only in centralized order-placing. In cases of dispute over 
specifications which cannot be settled by the requisitioning and buying 
offices, the Federal Specifications Board should be asked to consider 
and to adjudicate the matter. 

y. Coordination With Traffic 

The important teamwork between purchasing and traffic officers, 
which is now generally marked by its absence, would be more easily 
achieved if the staff handling routine traffic operations in all ageiicies 
were combined with, and made a part of, the Supply Organization. 
Traffic management policies as prescribed by the Central Supply 
Organization would thus also be more easily enforced. 

h. Red Tape in Purchasing Procedure 

The taxpayers cannot longer afford the luxury of the hundreds of 
thousands of purchase transactions which now cost more in paper 
work and documentation than the cost of the commodities involved, 
‘‘‘Agent cashier” (petty cash) funds should be more widely used, and 
a field purchase order, such as that developed by the Forest Service 
of the Department of Agriculture, could profitably be used by other 
agencies to cover their small emergency needs at thousands of field 
points. 

The present labyrinth of procedure in purchasing, accounting, bill- 
ing and paying processes helps to explain why the Government is no- 
toriously slow in payment. This procedure should be thoroughly 
reviewed. If one-fourth the effort that has been expended over the 
y^ears in building up the present elaborate documentation process were 
now devoted to a sincere attempt at simplification, millions could be 
saved in personnel and other expenses. The Bureau of the Budget 
should be given a congressional mandate, and should be provided with 
staff and funds, to concentrate on this objective. 

'L ''Purchase ■ Records 

Records of purchase transactions should be confined to essential 
data. Purchasing offices now maintain many records which have no 
practical application. Buyers should be provided with information 
on past price trends, and on probable future price trends, on impor- 
tant commodities. Inventory records, and records of certain types of 


property, in use, should be available in the central or departmental 
supply organizations to check against requisitions, to determine 
.whether the purchase is, required. ' 

The Central Supply Organization and the Munitions Board should 
have small, competently staffed statistics and a,nalysis sections for the 
compilation and distribution of comparative information which 
would be of value to the departmental purchasing offices. A central 
file of statistics on volume and kind of purchases made by separate 
agencies is also essential to the development of purchase assignments. 

j, : Oost Beeonls 

The Treasury should be given a congressional mandate to develop 
simple cost accounting records for use in determining the total and true 
costs of purchasing and other phases of the supply function. Such 
records are essential to the current efforts of the Bureau of the Budget 
to develop staffing standards. Without some measuring sticks or 
criteria on proper costs, reduction of staff and simplification of pro- 
cedure will continue to be a protracted battle. The Central Supply 
Organization and the Munitions Board must also be supplied with 
such data, if they are to succeed in their mission of eliminating 
unnecessary and costly purchasing facilities, of developing purchase 
assignments on an intelligent basis, and of appraising assignments 
already made. 

k. Contracting Form^ 

A master form, embodying all the terms and conditions of invita- 
tions to bid and contracts, should be developed by the Bureau of the 
Budget in cooperation with the Central Supply Organization; and 
when approved by the Supply Policy Committee, should be prescribed 
by the Assistant to the President for mandatory use by all agencies. 
Here again, the American taxpayer cannot afford the continuation of 
the present multiplicity. Nor can the businessman who wishes to 
sell to the Government, 

Each supplier desiring to do business with the Government would 
be furnished wfith a copy of the standard form and wmuld be required 
to acknowledge receipt of and familiarity with its terms. Thus, the 
terms and conditions wmuld not need be included with each invitation 
to bid, and a purchase order on which reference is made to the standard 
conditions could be the contract. This would effect large savings in 
paper and postage, and in legal examination of each transaction by 
the Government and by the bidders and contractors. 
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t Bid mui Per fonnance Bonds ^ 

Bid and performance bonds should not be used on supply contracts. 
If the responsibility of bidders and contractors were assured by the' 
methods , described and recommended above, ' bonds would serve no 
useful purpose. 

fih O.mh Discounts 

Cash discounts taken for prompt pajment should follow commer- 
cial practice. If the billing and paying procedure were simplified, 
the Government could more frequently pay its bills within the usual 
discount period. 


D* Achievements Anticipated 

If the recommendations listed above were made effective, the result- 
ant benefits would be both direct and indirect. As a direct, measurable 
achievement, there would be a substantial reduction in the number 
of buying offices accompanied by sizable savings in personnel and 
other expenses. Such elimination of superfluous purchasing organiza- 
tions would be brought about through the separate efforts of the 
Central Supply Organization and of the Munitions Board, and jointly 
through the leadership and prestige of the Executive Office of the 
President. Cutting out unnecessary organizations through consoli- 
dated purchases, purchase assignments, and structural reorganizations 
would also reduce the competition in buying which now exists. The 
centralized purchases of common use items, which would be facilitated 
through the adoption of standard specifications, should bring about 
better unit prices or higher quality or both. The much-needed simpli- 
fication in procedure would also result in less need for staff. A 10 
percent reduction in staff would result in a saving of at least $^3, 000, 000 
per year. Curtailment of the outrageously complicated and detailed 
documentation on small transactions would cut the cost of purchasing 
by millions of dollars per year. For example, a reduction in paper 
work costs of only $10 per order on the 1,500,000 orders now issued 
per year for merchandise of $10 or less in va' ue would mean a saving 
of $15,000,000 per year. And that is only a drop in the savings' 
bucket.; 

The increase in personnel costs from adoption of recommended 
higher salaries for key positions would be entirely offset by the savings 
through improved purchasing methods. 

The most outstanding indirect benefit would be discontinuance of 
the prevailing uneconomic practice of awarding contracts on price 
alone. The quality and value of commodities would instead become 


the predominant factors. Although this would lead to paying higher 
prices for some commodities, it would indirectly increase the mileage 
of the tax dollar through extending the period of usefulness of such 
articles and through improvement in quality of service resulting from 
their use. 

Indirectly the Government would also benefit through improved 
relationships witli private business. If the Government confined com- 
petition to responsible bidders and eliminated ‘^fly-by-nights” and 
‘‘gyps,” reputable firms would be more willing to compete, and prices 
would tend to be lower as a result. Eeduction in the number of buying 
offices and the substitution of one standard set of terms and conditions 
of bidding and contracting would be a welcome relief from the present 
welter in which the prospective bidder now finds himself. Through 
simplification in accounting, billing and paying procedures the Gov- 
ernment would avoid the reputation of being notoriously slow in pay- 
ment. This would also tend to reduce bid prices, since any alert bid- 
der now adds to his basic price a factor for interest on the anticipated 
period of arrearage in payment. 

In summary, the purchasing relationship between private business 
and Government will be on a technical basis rather than on the pre- 
vailing basis of technicalities. 


IL STORAGE AND ISSUE 


A. The Problem 

1. Pebsokhel AND Salaries 

The magnitude of the storage and issue problem is dramatized by 
the number and the salary costs of the Federal employees engaged 
in this single functional area during the fiscal year 1948. Reports 
submitted by 23 ciTilian agencies to the Bureau of the Budget in July 
1948, responding to Bureau Bulletin No. 1947-48 : 18, dated April 22, 
1948, show that in these agencies alone a total of 1,000 employees are 
engaged in the storage and issue function with total salaries of $2,486, - 
175.^ Certain other additional major civilian agencies and the Na- 
tional Military Establishment have reported to the Federal supply 
project an estimated total of 106,223 storage and issue employees at 
total salaries aggregating $272,252,551. 

These figures, itemized in table I, are indeed grand totals. Never- 
theless, they do not show the complete picture, since data is not avail- 
able from every agency of the Government engaged in storage and 
issue activities. It is believed, however, that table I includes the ma- 
jority of Federal agencies extensively engaged in the storage and 
issue function, with tlie exception of the Government Printing Office. 

^ Reports were requested by the Bureau of the Budjyet from only a sele<ited list of civiliam 
aii'eiicies. 


Table J.—Stm^age and issue j^ersonml and salaries 


Agency 

Number storage 
and issue em- 
ployees (ill man 
. ' years) 

Total salaries 

Reported to the Bureau of the Budget: 



Treasury Department-- — ' a 

243. 40 

1 $574, 986 

Commerce Department- . 

216. 70 

571, 065 

Labor Department - 

8.00 

18,677 

' Justice Department 

114. 30 

336, 190 

Federal Security Agency - — 

237. 70 

531, 503 

Civil Service Commission 

18. 30 

43, 049 

/ Hatl Advisory Committee for Aeronautics- i 

112.40 

297,364 

Other 2' ' — ■ 

48. 55 

113, 341 

Reported to the Federal supply project: 



Department of Agriculture - - 

155. 00 

399, 889 

Department of the Interior - - - - 

3 612. 00 

2, 000, 479 

Post Office Department- - - 

221.60 

557, 478 

Tennessee Valley Authority 

262. 00 

757, 449 

Veterans’ Administration 

^ 1, 192. 00 1 

^ 3, 402, 233 

U. S. Coast Guard ---^ 

169. 00 

482, 704 

Bureau of Federal Sui;)piy 

458.90 

1,249,539 

Subtotal (civilian agencies) - 

4, 070 

11, 335, 946 

National Military Establishment (estimated) : 



Air Force---- 

18,252 

44, 728, 551 

Army 

30,283 

75, 842, 645 

Navy--- ! - 

5 4, 618 

142, 831, 584 

Subtotal (military agencies) - - - - 

103, 153 

263, 402, 780 

Gran d totals 

107, 223 

274, 738, 726 


^ Figures do not includo the Bureau of Federal Supply. 

3 Kepresents 16 small agencies. 

3 This figure excludes number of storage and issue personnel, but includes salaries of such personnel, in the 
Bureau of Indian Affairs. 

^ Includes only personnel chargeable to operation of four principal Veterans’ Administration depots and 
does not include numerous employees also engaged in the function at hospitals, homes, branch offices and 
regional offices, on which information is not available. Vetenms’ Administration data was furnished to this 
project by the Bureau of the Budget. 

2, Stock Ikventomes ■ 

The magnitude of this function is further illustrated by the total 
investment of public funds in stock inventories. Again, complete 
data is lacking ; but available data for the fiscal year 1948 is as follows : 

Table II. — Stock inventories 
Inventories maintained by agencies in tbe District of Columbia 
metropolitan area, as reported to the Bureau of the Budget 

in July 1948 ^ $9, 307, 675 

^ Excluding printed or duplicated material ; inventories maintained by field activities 
with headquarters located in the Washington, D. C., area ; so-called ‘‘cupboard” and “shop” 
stocks ; and stocks in use. 
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Tabli^ II .^ — Stock inventories — Coiitiimed 
Inventories maintained at field locations, as reported to this 


project by : “ , ' 

VeteraiisV Adiriinistration — $66, oOO, 000' 

I)€ipartment of Agriculture ■>„ , ; , 6, 165, 201 

Department of the Interior — ^ — , . - 60,,09(v2S3. 

Tennessee Valley Authority-.^ 10, 574, 902 

U. S. Coast Guard' ' SI, 902, 489 

IHTentories maintained by tlie Bureau of Federal Supply at the 
District of Columbia warehouse and the 11 regional supply 

centers ^ 6, 6.63, 275 

Inventories maintained in the continental United States by the 
National Military Establishment, as x^exiorted to this project 
(exclusive of the inventories in Washington, D. C., facilities) : “ 

Air Force ; ■_ ^ 8, 04S, 028, 127, 

Army : ■ 8, 140, 488, 395 

Navy 10,593,901,049 


Grand Total_» ' 26, 974, 627, 166 

Excluding printed forms. 

« Burnished by the Bureau of the Budget. 


These figures do not include such large stores activities as those op- 
erated by the Post Office Department at various field locations since 
such post-office inventories are not priced; neither do they include 
the stores operations of the Government Printing Office. All figures 
listed are exclusive of printed forms, which alone is a large item of 
inventory in Government stores. 

lb Stores Facilities , 

An insight into the scope of the storage and issue function may be 
gained by citing partially complete figures on the number of Govern- 
ment stores facilities. The reports to the Bureau of the Budget, men- 
tioned above, show that 72 different activities of the Government oper- 
ate storage and issue facilities of varying sizes and kinds in the Wash- 
ington, D. C., metropolitan area alone, exclusive of the principal 
central supply warehouses operated by the Bureau of Federal Supply 
and by the Government Printing Office. A current Budget Bureau 
study of the Veterans’ Administration shows that this agency operates 
four principal depots at field locations, as well as some 180 stores fa- 
cilities of varying sizes at its hospitals, regional offices and stations. 
Reports to this project by the Department of Agriculture, Department 
of the Interior, Post Office Department, Tennessee Valley Authority 
and the United States Coast Guard list a total of 557 storage and issue 
facilities operated at field locations by these five agencies alone. (The 
facilities i^eported by these five agencies range in size from small, cloak- 
room-type storerooms to large construction project supply ware- 
houses.) The National Military Establishment, reporting its prin- 


cipal depots only, lists 160 such installations in various locations 
throughout the country.. 

Although admittedly incomplete^ these figures clearly illustrate the 
huge problem in Government today in the administration of its storage 
and issue function ; and also the huge potential savings inherent in 
improved management of the function. 

B. Findings and Discussion 

1. OnoANizATioisr foe Storage and Issue 
a. In the Giviliaoi Agencies 

Under authority of Executive Order No. 6166, issued pursuant to 
the economy Act (AT Stat. 1517), the Bureau of Federal Supply (for- 
merty the Procurement Division), Treasury Department, operates 
a central supply warehouse in the District of Columbia and 11 supply 
centers at various locations throughout the country. Although in- 
tended to provide central service for most items commonly used 
throughout the Government service, the items stored and distributed 
through these warehouses are relatively few when compared to the 
great variety of the supplies consumed by the Federal Government; 
in general, the items so stored and distributed are restricted to admin- 
istrative and housekeeping supplies. 

Until 1943, the Bureau of Federal Supply operated a central ware- 
house in the District of Columbia only; and distribution of adminis- 
trative and housekeeping supplies to the many Federal offices scattered 
across the country was effected for the most part through agency oper- 
ated stores facilities at departmental headquarters inA¥ashington, 
with some of the larger agencies also operating supply wai’ehouses in 
the field. 

Beginning in 1943 the Bureau of Federal Suppty (then the Pro- 
curement Division) expanded its warehouse operations to include field 
supply centers. By late 1945 it had established 11 such supply centers 
at Atlanta, Boston, Chicago, Cleveland, Denver, Fort Worth, Kansas 
City, Los Angeles, New York, San Francisco and Seattle. 

These locations were selected because of the concentration of Federal 
activities at those points and with clue regard to transportation facil- 
ities. It was intended that they would supplant the various supply 
warehouses individually operated by the agencies — and they did to 
some extent. In establishing these supply centers, the Bureau of Fed- 
eral Supply, with the approval of the Bureau of the Budget, took over 
certain existing agency-operated warehouses to form the nucleus for 
the central facilities. When the eleventh supply center was estab- 
lished in late 1945, 76 agency warehouses had been eliminated through 


consolidation. However, 68 of these were warehouses of the Division 
of Central Administrative Services, Office of Emergency Management, 
which had been established to serve war agencies and were therefore 
of temporary character. Since 1945, relatively few further consolida- 
tions have been eJQFected because of insufficient capital in the operating 
funds of the Bureau of Federal Supply and the justified insistence of 
the Bureau of the Budget that the economies to be obtained and effi- 
ciency of service be demonstrated before additional warehouses are 
taken over. 

At the present time many agencies continue to operate their own 
supply warehouses in Washington and in the field, duplicating to 
varying degrees stocks stored and distributed on a centralized basis 
by the supply centers. Current over-all figures are not available, but 
our studies show that six major civilian agencies operate a total of 
748 stores facilities at field locations, with inventories on hand totalling 
more than $181,000,000. These agencies are Agriculture, Interior, 
Post Office, Tennessee Valley Authority, Veterans’ Administration 
and Coast Guard. (Inventory figure cited does not include inventory 
of the Post Office Department at its 115 stores facilities in the field.) 
The total number of stores warehouses operated in Government is any- 
body’s guess; the majority, however, are “special purpose” type ware- 
houses, handling items peculiar to the needs of the operating agency. 
Warehouses operated by the United States Forest Service, Tennessee 
Valley Authority, and the Civil Aeronautics Authority are typical 
examples. 

The Bureau of Federal Supply has determined, based upon data 
collected in 1942, that there are still some 36 civilian agency ware- 
houses outside of the Washington area, of the type that should be 
merged with its central stores facilities. However, certain agencies 
have established new warehouses at field locations and others have 
been eliminated, since 1942, so that this figure is unreliable. Although 
current data is lacking, it is believed that the number of agtocy supply 
warehouses in the field, carrying principally or exclusively items of 
the type available from central stores of the Bureau of Federal Supply, 
are now relatively few. But many of the so-Galled “special purpose” 
warehouses operated by agencies in the field also store and issue 
common use administrative supplies in conjunction with their primary 
purpose operation. 

It was also intended that, with the establishment of central stores 
facilities under the Bureau of Federal Supply in Washington and at 
strategic locations throughout the country, the number and size of 
agency District of Columbia stores facilities would be largely cur- 
tailed and the shipping of common use items across country from 
Washington would largely be eliminated; However, most agencies 
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: continue to operate in the District of Columbia area large storage 

: and issue facilities, from which many items are distributed Nation- 

wide. ■ 

'As pointed out above, reports siibmitted to the Bureau of the Budget 
' in July 1948 show that 72 individual agency storage and issue facil- 

ities are still in operation in the District of Columbia metropolitan 
i area wdth combined inventories of $9,307,675 (exclusive of printed 

forms). The volume of supplies shipped cross country from these 
facilities is unknown ; but these same reports to the Bureau of the 
Budget show that $3,881,344, or 42 percent of the total Washington 
inventories, are for supply of field stations. These figures are not 
wholly reliable and should be considered as indicative only. Some 
agencies in reporting stated that they were unable to segregate the 
value of stores inventory maintained to supply field offices. Since 
^ our investigations show that stock control records used by Federal 

agencies generally are woefully inadequate, too much credence cannot 
be placed on any reported inventory figures. This situation empha- 
sizes the need for accurate record keeping in this phase of supply. 

The Government Printing Office, in addition to being the central 
source for printing and binding work, also stores and distributes cer- 
^ . tain common-use items like inks, glues, paper, plain envelopes, stenog- 

^ rapher’s notebooks, ruled pads, and comparable items. The Bureau 

1 of Federal Supply procures certain of these items from the Govern- 

I ment Printing Office for storage and issue from its District of Colum- 

i bia warehouse. Although we were unable to make detailed studies in 

I the Government Printing Office, its storage and issue of common-use 

items obviously duplicates to some extent the operations of the Bureau 
of Federal Supply. 

Standard forms, although an item of common use, are not centrally 
stored and distributed on a Nation-wide basis by either the Bureau of 
Federal Supply or by the Government Printing Office. Instead they 
are printed by the Government Printing Office (and stored at that 
point as supi)ly demand dictates) , and delivered in large lots to agency 
headquarters in the District where they are restored and then shipped 
in small lots from that point to field offices; in some cases forms are 
delivered by the Government Printing Office to the agency headquar- 
ters, which packs and reships to regional warehouses for further stor- 
age, handling, and distribution from these points to the ultimate users. 
In a relatively few cases agencies have arranged with the Government 
Printing Office to ship forms direct to their field warehouses or storage 
points ; however, it is understood that the Government Printing Office 
charges for this service are so high that this theoretically more eco- 
nomical practice is not widely followed. 
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l),'''Inihe MUitary Services'- , 

, Witliiii.the military services the storage a.nd issue of supplies .and 
ec|iiipiiien.t has been and still is the responsibility of the separate ■..de- 
partments. As illustrated by tables I and II above, stores operations 
of the National -Military Establishment completely overshadow civil- 
ian agency stores .operations. 

In the Army the supply function has traditionally been, divided 
among the several technical services. In the Navy storage and issue' 
activities have been centralized to a marked degree in the Bureau of 
Supplies and Accounts. In the Marine Corps, however, the Quarter- 
master General has responsibility for storage and issue. In February 
194:7, a modificatioii of the Navy supply system, with the establisli- 
ment of siippty offices for each class of technical material, was adopted. 
Business operations of these offices are carried on by the Bureau of 
Supplies and x4.ccouiits, but guidance in technical matters is furnished 
by the several bureaus. Within the Air Force storage and issue ac- 
tivities are centralized in the Air Materiel Command. A large pro- 
portion of tlie supplies and equipment used by the Air Force are still 
obtained from the Army technical services. 

The United States Coast Guard, organizationally under the Treas- 
iiiy Department in time of peace and converting to an element of the 
Navy in time of war, is mainly responsible for its own storage and 
issue activities ; it is subordinate to Treasury supervision in this func- 
tional area only to an infinitesimal degree. 

2. Bureau of Federal Supply Operations 

Discussions with agency officials reveal a general recalcitrance on 
their part to deal with the central agency. Repeatedly heard were 
complaints that the quality of merchandise from Bureau of Federal 
Supply stores is substandard in many cases; that delivery service is 
inadequate: that many items required in their operation are not 
stocked by the Bureau ; tliat prices are not definite. ; and that prices 
charged are oftentimes higher than those at which the same items can 
be procured locally from commercial suppliers. 

Our studies indicate that in some cases these complaints are not 
justified and are devoid of proof. In other cases and in the main, 
however, complaints leveled against the Bureau of Federal Supply are 
fully warranted. 

The ordering of supplies from the Bureau of Federal Supply is 
mandatory on agencies located in Washington, D. C.; but the use of 
its field facilities is strictly voluntary. Agencies generally regard 
the field supply centers as a source of supply to be compared in price 
with purchase from local concerns. The Bureau sometimes resorts to 


buying substandard quality merchandise in order to furnish items at 
costs attractive to the ordering agencies. 

Although the form of reports submitted by its various field supply 
centers to headquarters in Washington indicates limited backlog in 
deliveries, examination of agency requisition files and a check of 
unfilled requisitions at some supply centers indicate that delivery 
service is far from adequate. In many cases delivery takes 30 days 
or more, not including back-ordered items which take considerably 
longer. It is believed that the smaller agencies receive poorer delivery 
service than larger agencies, since the supply centers are prone to give 
preference to large requisitions in order to increase their monthly 
volume of business. 

The Bureau of Federal Supply operates on a self-supporting basis; 
and the more goods it sells, the greater is the return from the sur- 
charge imposed upon the agencies served. This surcharge, currently 
fixed at 12 percent for all Bureau stores service, provides funds to 
pay salaries and other overhead expenses of operating the supply 
system. The heads of the field supply centers are constantly on the 
lookout for new customers and call on the various Federal adminis- 
trators to drum up business. Such high-pressure sales tactics run 
directly counter to the basic and underlying princii)le of economy. 
They are responsible, in part, for the excess inventories in agency 
stock rooms. The central stores organization should have available 
stocks for issue as and when needed, with emphasis on need. Encour- 
agement of end-of-the- 5 ^ear spending, hoarding, and overstocking by 
the agencies should be stopped by a complete reversal in policy of 
the Bureau of Federal Supply. Stores branch officials of the Bureau 
of Federal Supply regard these practices as merchandising and feel 
that they are quite essential. As a matter of fact, merchandizing is 
essential; but it should be applied to maintenance of proper stock 
levels by the stores branch, and to buying at the right time and in 
the right quantities by the purchase branch. 

Keen competition exists between the various supply centers, and 
each tries to handle the greatest volume of business in terms of dollars 
and cents to gain the nod of approval from the main office. Washing- 
ton headquarters rates the efficiency of its field supply centers, not by 
the quality of service rendered but by the amount of business done. 
Since service is subordinate to profit, only those items with a rapid 
turnover are stocked. Stock lists are constantly reviewed from this 
viewpoint, and items that do not “pay” are removed. This means that 
the Federal agencies must look to other sources for many items 
needed in their operations. 

Prices of items stocked by the Bureau of Federal Supply are not 
firm. When an agency requisitions supplies, it never knows until after 
the invoice arrives what the charges will be. This causes additional 


} 3 aper work not only in the agencies but in the Bureau of Federal 
Supply as well. On approximately 85 percent of the requisitions 
handled the prices quoted by the Bureau of Federal Supply stock cata- 
logs differ from the prices finally charged. Not only does this cause 
extra work; but agency officials complain that it is difficult to operate 
on limited budgets when they do not know in advance what the charges 
willbe. 

Agency officials also complain of the quality of goods furnished 
from the Bureau’s central stores and also of the substitution of arti- 
cles. Examples were cited of different types and sizes of items being 
furnished which obviously were not comparable to the items requisi- 
tioned. In some cases agency requisitions have specifically stated that 
substitution was not desired if the item ordered was out of stock. 
Nevertheless, substitutions were made in filling the orders. Such 
substitutions are unwarranted; they build up agency resistance to 
the central system and cause unnecessary expense in the return of 
iindesired merchandise. 

Prices of Bureau of Federal Supply stock items, principally at field 
supply centers, are often higher than those of local commercial con- 
cerns. Approximately 75 percent of the items carried by the supply 
centers are bought locally and separately ; to the purchase price- the 
Bureau adds its 12 percent handling charge which may elevate tlie 
issues price above that at which the same item could be bought locally 
by field stations from commercial concerns. This also builds up 
agency resistance to the central stores distribution system. 

Kelatively wide stock Coverage is provided by the District of 
Columbia warehouse; but considerably fewer items are stocked at 
the field points, and not all field supply centers have the same stock 
list. This means that even those agencies using the facilities of the 
Bureau to the full extent must still procure many of their supplies 
from other sources. Those agencies opei'ating field stores facilities 
usually justify their continued operation on the basis that full stock 
coverage is not provided by the Bureau warehouses; and that, since 
they must satisfy their requirements for many items in some other 
manner, they might just as appropriately operate their own stores 
facilities. 

Although the Bureau’s supply warehouses are supposedly located at 
points for most economical and convenient services to agencies in their 
respective areas, there is considerable shipping across regional lines. 
According to a relatively recent report,^ a sampling of requisitions 
filled by the District of Columbia warehouse showed that 17.5 percent 
were for supplies shipped to areas that are supposed to be served by 
field supply centers. The principal reason the District of Columbia 

- Survey of D. C. Warehouse, Bureau of Federal Supply, Treasury Department, Project 
No. 47-13, Bureau of the Budget, Division of Administrative Management, October 1947. 


warehouse sliips beyond its service area is that it carries many items 
not available at the field warehouses. Comparable figures on cross- 
shipping among the supply centers are not available; but during our 
visit tohsonie, requisitions were observed calling for delivery into 
areas purportedly served by other supply centers. Being profit con- 
scious, the supply centers seldom, if ever, decline a requisition or for- 
ward it to a more conveniently located service point. They fill it 
regardless of shipping costs (which are borne by the ordering agency) . 

3. Operations' of the Civilian Agencies . 

Agency stockrooms and warehouses in the District of Columbia 
metropolitan area handle mostly common use administrative and 
maintenance items. Based upon Bureau of the Budget reports, and 
reports of survej^s conducted by the Bureau of Federal Supply, it is 
estimated that approximately 75 percent of the administrative supply 
items (other than printed forms) carried in agency stores facilities are 
procured, or are procurable from the District of Columbia warehouse 
of the Bureau of Federal Supply. A lai-ge portion of the balance are 
bought from the Government Printing Office, such as paper, inks, glues, 
stenographer’s notebooks and other stationery items, as well as blank 
paper and plain envelopes. These are the two principal sources for 
administrative supplies stocked by the agencies in the District of Co- 
lumbia metropolitan area. Other fixed sources of supply, not only for 
Wasliingto*!! but also for field points, are blind-made and prison-made 
products. 

Truck deliveries are made by the Bureau of Federal Supply and by 
the Government Printing Office throughout the District to agency 
storerooms, where the goods are restocked and distributed to the ulti- 
mate users. In some agencies this distribution is confined to offices 
within the same building in which the storeroom is located ; in others 
deliveries are made by truck to other offices ; and some activities per- 
sist in the costly practice of shipping goods across country from head- 
quarters-operated storerooms. 

Such restocking and rehandling of supplies is costly and wasteful. 
Most agencies do not know their storage and issue costs, since few, if 
any, have installed or even considered a cost-accounting system. 
Budget Bureau studies in three small agencies, however, showed that 
the costs of operating their stockrooms ranged from 26 percent to 64 
percent of the total dollar value of annual issues. This means that 
a $1 item procured from the Bureau of Federal Supply costs $1.12 (in- 
cluding the Bureau’s 12 percent surcharge) when it reaches the agency 
stocki-oom; and from $1.41 to $1.84 by the time it reaches the ultimate 
consumer in the three agencies mentioned. 
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In addition to such easily assessable cost figures, there must also be 
considered the high costs of paper shuffling in the requisitioning and 
accounting processes, at both agency and central agency levels— the 
multiple steps, crossflow and backtracking of documents in the, order- 
iiig process. These same complicated procedures take place in the 
agencies when requisitioning stores items from the Bureau of Federal 
Supply, whether for a $1 order or a $1,000 order. Upon receipt of the 
agency requisition, more complicated procedures are encountered at 
the central agency which further adds to the taxpayers’ burden. 
Overall costs can be substantially reduced through planning of needs, 
scheduling of requisitions on a periodic basis, making periodic ad- 
vances of funds available to the central supply agency, eliminating 
fictitious controls (especially in Washington headquarters offices) , and 
adopting simplified practices. 

Most agencies operate meir stockrooms on the basis of a ^‘normal 
stocking level,” They attempt to maintain a certain level of supply 
expressed in terms of requirements for a given number of months. A 
relatively few agencies more properly determine their stocking levels 
on the basis of individual commodities, predicated upon activity of 
issue of the item, replenishment time, projected future requirement 
and other pertinent factors. 

Agencies generally stock more supplies than they actually need. 
Agency officials are frank in admitting that, during the war especially, 
many items were bought in larger quantities than needed to assure 
themselves of an ample supply in a tight market. Today, practically 
every agency in Washington is overloaded with supplies, especially 
paper and envelopes which were highly critical items during the 
war. 

Effective planning of stock needs is seldom practiced in the civilian 
agencies. The quantity of supplies and equipment bought depends 
on the amount of funds available rather than on program planning 
and relating of supply needs thereto. The consistent upswing of 
buying at the end of the appropriation year is a clear indication of 
this fact. Also, practically no attention is paid to the scheduling of 
requisitions. The Budget Bureau study referred to above shows that, 
during a 4-month period, 191 ordering offices submitted to the Bureau 
of Federal Supply 10,580 requisitions, of which more than half were 
for less than $25 worth of merchandise. If these same agencies had 
submitted their requisitions on a monthly basis, with allowance for 
emergency interim orders, the number of orders would have been 
reduced by more than 90 percent, with commensurate savings in the 
central agency as well as in the requisitioning agencies. 


Probably the weakest link in the entire Federal supply system is 
“stock control.” Some agencies, particularly those operating small 
storerooms, employ no stock control devices whatever. Others post 
stock control records religiously, but just as religiously fail to use 
them after posting. Still others have, at one time or another, installed 
adequate stock-control systems; but have failed to keep them current 
thus rendering them useless. Numerous agencies have not physically 
counted their stores stock in years and consequently have no idea of 
the actual quantities on hand. Stock records that are not reconciled 
and adjusted by periodic physical inventories are practically useless— 
as they are in some agencies today. 

The failure to employ and maintain adequate stock controls and 
to take periodic physical inventories has resulted in excessive stock 
inventories. A review of recent surveys, conducted jointly by the 
Bureau of the Budget and the Bureau of Federal Supply in 10 differ- 
ent agency supjily facilities, shows that excess stocks averaged 70 per- 
cent of the inventory. 

Each branch of the Government is now in general responsible for 
its own system of supply and invariably operates separate stock rooms. 
There is little or no coordination between various agencies and too 
often between bureaus or comparable units of the same agency. It 
is not uncommon to find multiple stock facilities in the same agency 
m the same building, each completely autonomous. 

Although many agencies now utilize the supply centers of the 
Bureau of Federal Supply, there is a complete lack of uniformity in 
the requisitioning process. A standard purchase order format was 
designed and promulgated in 1943 for Government-wide use in requi- 
sitioning. However, this form still receives only limited use. One 
of the principal deterrents to a national stores distribution system 
IS the requirement imposed on many field stations by their Washino-- 
ton headquarters that all requisitions be submitted to Washington for 
review and approval before transmittal to the Bureau of Federal 
Supply distribution points. A more logical and practical method 
has been adopted by some agencies whereby field ofiice expenditures 
are controlled by periodic aUotment of funds. This allows them to 
requisition and to secure delivery with a minimum of time and effort 
by all concerned. 

Personnel engaged in stores operations for the Government vary 
widely in caliber and m civil-service rating. Some are underrated 
for the responsibilities involved, while others are overrated. In o-en- 
eral it is believed that the caliber of personnel employed in this field 
IS below pan Conversely, in private industry there is a trend to 
advance the stores operation to a management level. 


Stock-handling methods and material-handling equipment are not 
imiform. There is considerable evidence that the civilian agencies 
could well profit by adopting the applicable labor-saving devices 
widely used at military supply installations. 

There is practically no uniformity as to policies, methods, and pro- 
cedures in storage and issue operations. Each department, and even 
bureaus within a department, organize, establish, and operate store- 
houses, sometimes on a national basis, without reference to similar in- 
stallations of other agencies in a particular region. Aside from the 
ordinary cupboard stocks required by administrative offices for day- 
to-day operations, the field storehouses of many agencies represent a 
duplication of effort. The same itejns are carried in stock in quantities 
by storehouses of two or more departments or bureaus in the same geo- 
graphical area, the same city, and even in the same building. The 
waste through such duplication is not only indefensible; it is in- 
excusable. 

Storage and issue operations of the Veterans’ Administration are 
probably the largest of the civilian agencies. A study of the Veterans’ 
Administration’s supply system by the Bureau of the Budget indicates 
that many items, formerly bought from suppliei's for direct delivery 
to the hospitals and stations, are now being handled in increasing 
number through its depot system, which has been greatly expanded 
since the war. The Veterans’ Administration’s primary depots, four 
in number and located at Somerville, IST. J. ; Hines, 111. ; Wilmington, 
Calif.; and Montgomery, Ala., are expensive installations. Based 
upon information made available to us by the Bureau of the Budget, 
it is believed that the costs of operating this huge S3^stem are wasteful 
of public funds. The Budget Bureau study places operating overhead 
and transportation costs at 23.4 percent of annual depot issues. This 
is considered conservative, since it does not include all costs which 
would be charged to overhead expense in a comparable commercial 
operation. This means that a $1 item costs at least $1,23 by the time 
it reaches the secondary storage and issue point at the hospital or sta- 
tion, Restorage and further handling at the secondary level, plus 
spoilage, breakage, and obsolescence at that point, add more costs. By 
the time the $1 item reaches the ultimate consumer, it costs the taxpayer 
anywhere from $1.30 to $1.50, and probably more wwe it possible to 
compute all applicable cost elements. 

4. Operatiohs op the Miutary Services 

The stores systems in the three departments of the National Military 
Establishment differ widely in concept and method of operation. Op- 
erational procedures, methods, documentation, and forms vary to con- 
siderable degrees. It extends even to use of different terms, designa- 
tions, and even different pronunciations for the same things. 
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The lack of uniformity in item identification and catalog number- 
ing IS a well-known and recognized handicap within the military 
services. The War Department report, Unified Logistics Support of 
the United States Armed Services, dated January 10, 1947, and pre- 
pared by the Service, Supply, and Procurement Division of the Gen- 
eial Staff, cites many illustrations of differing nomenclature used 
by the Army and Navy for the same item. This same report well 
describes and illustrates the multiplicity and duplication of 

military supply depots and the lack of a coordinated military supplv 

system. ^ 

^ The Department of the JsTavy has established, and has been operatino* 
since February 11, 1947, a coordinated and integi-ated system for the 
supply of all material necessary for the maintenance and operation of 
the Naval Establishment. One of the basic concents in the Navy sup- 
ply system is that all material belongs to the Navy^not to an indivihal 
bureau. The Navy further recognizes that supply problems form a 
common jiattern, and has centralized responsibility for them in its 
Bureau of Supplies and Accounts. To assure a uniform supiily sys- 
tem that meets the needs of the technical bureaus, various items are 
grouped into types which can be controlled from a specific supply- 
clemand control point. The maximum degree of uniformity con- 
sistent with the various types of materials is obtained under the 
Aavy supply system. 

In contrast, each technical service of the Department of the Army 
operates a separate supply system, each promulgating its own policies 
methods, and procedures, and issuing its own catalogs and operatino- 
manuals. Throughout the history of the Army, the technical services 
have become almost autonomous for purposes of supply and have 
acquired power they have no desire to lose. The Army at present 
rdies on each technical service to review and revise stock lists to 
effect prompt clearance and disposal of obsolete items. In theory 
this appears satisfactory. In actual practice, it does not work satis- 
factorily. There IS a decided tendency on the part of each technical 
service to maintain inventories of its own material in excess of prac- 
tical requirements. If frequent review of over-all Army inventories 
were made by a central unit instead of by each technical service, a 

more realistic aproach to cleaning out obsolete and obsolescent stocks 
would result. 

The Air Force supply system is relatively new and operates on 
umfied principles similar to the Navy. A large proportion of the 
stock for the Air Force, however, is secured from the technical serv- 
ices of the Army. Therefore, so long as the present uncoordinated 
systems of supply exist in each technical service, it is necessary for 
the Air Force to follow similar variations in the storage and issue of 
supplies furnished by the Army. 
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The Maiiiie' Corps, ^altliougli a permanent component of the J^Tavy,. 
and the Coast Guard, although an. element of the hTavy i,ii ti.me of war, 
do not follow standard Navy procedures. The Marine, Corps and the 
Coast, Guard each operate their separate chains of storehouses. The 
Coast Guard is currently studying a plan to increase the number of its 
storehouses, with the objective of being wholly independent of either 
the Navy or the Treasury Department, under whose jurisdiction it 
operates in time of peace. 

The National Security Act of 1947 emphasizes need for the unifi- 
cation of procurement with no comparable emphasis on the imifica- 
tion of storage and issue activities. Yet the storage and issue facili- 
ties of the military services have in inventories approximately six 
times the dollar value of the budget estimates for purchases of sup- 
plies, materials, and ecpiipment during the current fiscal year, and 
employ over 10 times the number of people engaged in purchase activi- 
ties. In carrying out the objective of this act, the Secretai*y of Defense 
has delegated ample authority to the Munitions Board to accomplish 
unification of procurement ; but comparable authority has not been 
aimed at uiiiiicatioii of the storage and issue function, and little or 
nothing has been accomplished in this field. 

Inadequate attention has been given to unifying policies, pi'oce- 
dures, and methods governing the distribution systems of the depart- 
ments. Concentrated attention should be given to the unification and 
consolidation of storehouses and issue points. Greater power should 
be given to the Munitions Board to accomplish these tasks. 

C. Recoinmeiidations 

1. Central Supply Qkganizatiok ■■ 

a. The Central Supply Organization in the Executive Office of the 
President should include a purchase and stores division, which would 
exercise functional control over all storage and issue activities of the 
civilian agencies, including those of the legislative and judicial 
branches, and the Government-owned corporations. Organization- 
ally, the storage and issue function should be combined for purposes 
of supervision with the purchase function, as indicated on chart VII, 
following page 26. The storage and issue function should be coordi- 
nated with traffic, cataloging and other activities of the central agency 
and close cooperation should be maintained between these related func- 
tions at all times. The purchase and stores division should be both a 
policy-making and an operating organization. 
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Tlie Central Supply Organization should be empowered to : 

1. Merge, consolidate, or liquidate unnecessary agency-operated facilities ; 

2. Delegate authority to the agencies to operate their own storage and issue 
facilities when justified ; 

3. Make ^‘storage assignments” to the agency best equipped and situated to 
handle specified storage and issue responsibilities for all civilian agencies; and 
to develop through the supply iK)Ucy committee, Government- wide “storage 
assignments” for Items common to the needs of both civilian and military 
agencies ; 

4. Prescribe policies, rules, and regulations and develop standard simplified 
opei^ating procedures ; and make inspection audits to determine compliance, and 
the efficiency, effectiveness, and economy of agency conducted operations; and 

5. Operate a national chain of supply warehouses for those common use items 
which can most advantageously and eeonomieaily he distributed through stores 
to civilian agencies; and when properly organized, store and distribute, on a 
cooperative basis, common-use items for small-lot requirements of the military 
services. 

The existing Bureau of F ederal Supply field warehouses are based 
upon the sound philosophy of providing a ready source of supply at 
locations nearby the points of use and consumption. The plan should 
be continued and, if deemed practicable after study, expanded. The 
warehouses should be located in Government-owned and suitable 
buildings. The Central Supply Organization should, however, avoid 
the mistakes at the District of Columbia warehouse and the supply 
centers, of the Bureau of Federal Supply, and should operate its 
Nation-wide chain of storehouses with a policy and an attitude radi- 
cally different in the following respects : 

1. The stock list should include all common-use items, and special items for 
small agencies, which cannot more economically he bought on term contracts; 
and should not be confined to “fast-moving” common-use items ; 

2. Emphasis should be on service and not on “profit” ; 

3. Agency requisitions should be submitted on a scheduled basis ; 

4. Volume of business should be consistent with the agencies’ operating needs ; 

5. The closest possible teamwork should be effected between the purchasing and 
the storage and issue organizations in connection with: Bevision of the stock 
list; the variation and revision in inventory levels as indicated by market con- 
ditions ; keeping flexible the stock replenishment i>rogram ; and eliminating stores 
handling of large lots by effecting direct delivery to the agency stockroom or 
using point ; 

6. Use of the central stores facilities should he on a mandatory and not on a 
voluntary basis; 

7. Deliveries by the various storehouses should be confined to their respective 
service areas, and stock coverage should be provided at all installations to cover 
the needs of those areas ; 

8. Quality of merchandise and time of delivery service should be improved, and 
substitution should be held to an acceptable minimum ; 

0. Back orders should be automatically canceled after a prescribed period, and 
clearance should be granted to agencies when items are out of stock and delivery 
cannot be effected in time to meet their operating needs; 
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10. Siiiall-lot •buying' should be held to the minimum an,d biilh buying and.ship- 
ping s.houId' be expanded; 

11. Improved storing arrangements, handling methods, and equipment should 

be adopted based upon proved methods of the military services ; , 

12. Storage and issue costs should be hnaneed by direct appropriation and not 
by surcharge or service fees ; 

13. Stock inventory and bills payable should be financed by an adequate and 
flexible revolving fund ; 

14. Bills receivable should be financed by “advance” payments by the agencies 
on a quarterly or other periodic basis ; and 

15. Fiscal operations should be substantially simplified, and issue prices should 
remain “firm” or fixed for specified periods of time. 

€. Tlie items stored and distributed by the Central Supply Organiza- 
tion should include those common use items now stocked and distrib- 
uted by the Government Printing Office, and standard forms ; also in- 
cluded should be all common use blind-made and prison-made products. 


2. Independent Civilian Agency Operations 

а. Except as authorized by the head of the Central Supply Organiza- 
tion, civilian agency stores operations should be confined to those items 
not distributed through the central storehouses. The storage and issue 
function should be combined, for purposes of supervision, with the 
agency’s purchasing functioning to effect the vital and necessary co- 
ordination in planning and control. 

Many improvements should be made in the operation of agency 
storage and issue facilities, along the following lines : 

1. Perpetual or other form of inventory records should be maintained and 
should be reconciled at least annually by physical inventories. 

2. Stocking levels should be established and enforced for different classes of 
commodities, and these levels should be constantly reviewed to effect prompt 
clearance and disposal of obsolete items. 

3. Additions, or proposed additions, to stock should be carefully screened to 
insure against storage of any item which could more economically and advan- 
tageously be purchased for direct delivery to the point of use. 

4. Tlie number of stores requisitions submitted by agency organization units 
should be curtailed by requiring their submission on a scheduled basis. 

5. The financing of large agency stores facilities should be in the same manner 
prescribed for the Central Supply Organization. 

б. Storing arrangements, handling methods and equipment should be improved 
and proved methods of the military services should be adopted where practicable. 

7. Accurate records of operating costs, including all elements of overhead 
should be maintained ; these cost records should provide the basis, and be used 
as such, to determine when an item can be economically distributed through 
stores. 


e. In the main, the warehousing of goods by Federal activities 
should be curtailed, rather than expanded as has been the tendency 
in the past. The current Bureau of the Budget study of Veterans’ 
Administration’s supply system clearly illustrates the excessive piling 
up of overhead by funneling goods through warehouse installations. 
In this case it appears that much of the supplies now warehoused 
and diski buted by the Veterans’ x\-dniinist ration depot could be more 
economically procured under contracts with wholesalers and producers 
providing for direct delivery to Veterans’ Administration’s hospitals, 
stations and other installations. The comprehensive study being given 
this particular agency by the Bureau of the Budget indicates that its 
depot system is an uneconomical operation which should probably be 
eliminated entirely. Similar studies could profitably be made in other 
agencies. 

3. The Militahy Services 

а. Functional control over storage and issue operations of the mill- 
taiT services should remain with the National Military Establish- 
ment but should be focalized in the Munitions Board. The Munitions 
Board should have authority over the military services comparable 
in scope with the authority of the Central Supply Organization over 
civilian branches of the Government. 

The Munitions Board should be empowered and directed to under- 
take as soon as possible : 

1. The elimination of duplicate and overlapping facilities. 

2. The devising and enforcement of a system for frequent review and revision 
of stock lists to effect prompt clearance and disposal of obsolete items, for 
maintaining proper stock levels of different commodity classes, and for con- 
fining inventories to proper stock items. 

3. The development of ways and means for controlling, scheduling and con- 
solidating stores requisitions and reducing stock control costs. 

4. The development of w^ays and means for reducing storage, handling and 
transportation costs by curtailmg transshipments and by shipments direct from: 
suppliei's to subdepots or to points of use. 

5. The making of storage assignments analagous to the current purchase 
assignments as one means of eliminating or curtailing existing duplicate and 
overlapping stores facilities. 

б. The establishment of procedures to screen, identify, describe and number 
future additions to stock lists to obviate duplications, in collaboration with the 
Munitions Board Cataloging Agency. 

h. Before the Munitions Board can be expected to operate effectively 
in this field, however, certain changes in the organization and practices 
of the several departments should be accomplished. 

1. In the Army, the supply function should be divorced from the service func- 
tion, so as to permit, when a standard commodity catalog has been adopted, a 
unifiied departmental stores system in lieu of separate stores systems for each 
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of tile teclinical serrices. There should he. a single supply organization in the 
Army which would operate a coordinated and integrated system of supply based 
upon principles of effective departmental control, maximum flexibility and econ- 
omy, similar to the Navy suiiply system. . 

2. Action should be tahen, before the Air Force builds up a system paralleling 
the Army system, to establish uniform methods and procedures for storage and 
Issue similar to the Navy supply system, as recommended above for the Army. 

3. Within the Navy, the supply functions of the Marine Corps should become 
a part of the Navy system. The supply functions of the Fnited States Coast 
Guard, though in peacetime not a part of the National Military Establishment, 
should likewise be standardized and coordinated with the Navy system to provide 
the necessary cohesion of operations required in time of war. 

4. Ge,nekaii 

a. Close coordination should be maintained between the Central 
Supply Organization and the Munitions Board to effect the greatest 
utilization of storage and issue facilities on a Government- wide basis. 
Where possible, storage assignments should be made on a joint basis 
to provide service to civilian agencies from military installations, and 
vice versa. 

b. Civilian agency management must discontinue organization 
build-up and other costly practices resulting from willful failure to 
utilize central service facilities. Greater stress should be placed on 
the need for competent personnel and training programs should be 
initiated to secure the best results with the personnel available. 

<?. Fictitious controls by the agencies at Washington headquarters 
should be eliminated, and authority commensurate with the job being 
performed should be delegated to offices in the field to requisition com- 
mon use items directly from the storehouses of the Central Supply 
Organization or from other branches of the Government responsible 
for storage assignments. 

d. The appropriation pattern should be amended so that funds ap- 
propriated for supplies and materials (object classification 08) in- 
clude printed forms. Eemoval of the existing fictitious distinction be- 
tween standard forms and other common use items would permit the 
storage and distribution of standard forms by the storehouses of the 
Central Supply Organization. 

e. Complicated paper flow and attendant procedures must be simpli- 
fied, and kept simple, both in the separate agencies and in the central 
agency. Central service will never succeed nor can attendant savings 
be realized until paper shuffling is reduced to the minimum. This is 
a task that should be handled by the Bureau of the Budget on a Gov- 
ernment-wide basis, and adequate staff should be made available to 
that Bureau to do an effective job. 
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D* Achievements Anticipated 

During World War II many items frequently were not available 
at the right time and place and in the quantities needed. This was 
due primarily to the lack of a unified supply system in the military 
services rather than failure of American business to produce. Should 
there be a war involving the continental United States as a combat 
field we will desperately need a system of storage, issue, and distribu- 
tion that can and will make materiel quickly available from common 
stocks to all services and to all bureaus or other operating units within 
the departments of the National Military Establishment. The recom- 
mendations contained in this report are aimed in that direction and 
the changes proposed, if properly administered, will achieve that goal. 
If no other benefits are realized, the standardization of military supply 
systems and unification of the storage and issue functions of the mili- 
tary service will have been more than worth the efforts put into this 
study. 

Needless to say, with standai'dization of procedures, close central 
control and unified operations will come monetary savings. Dollars 
savings are relatively intangible factors which are difficult to prove 
and are invariably controversial. In the military services, however, 
the expenditures involved in inventories and personnel engaged in the 
functional area of storage and issue are so tremendous that even a 
small percentagewise saving will represent many millions of dollars. 
For example, a mere 10 percent reduction in military inventories 
through merger of stocks and depot facilities would reduce inventory 
investment of public funds by more than $2,500,000,000. A 10 percent 
reduction in militax'y pei'sonnel engaged in stores activities would save 
more than $26,000,000 annually. Comparable savings will follow 
through reduction in space requirements, supplies consumed and equip- 
ment used in the operations. These figures are merely indicative of 
savings possibilities. They are, in our opinion, highly conservative 
since these recommendations, if fully adopted and properly admin- 
istei’ed should result in far more than 10 percent reductions in inven- 
tories, personnel, and other costs. 

Our recommendations for elimination of overlapping facilities 
among the civilian agencies ; the centralized stocking and distribution 
of common use items ; and the standardization and simplification of 
operating policies and procedures will produce comparable savings 
dependent upon effective administration of the proposed Central 
Supply Organization. Estimating civilian agency inventories at 
$200,000,000,® a 10 percent reduction would amount to $20,000,000; 

» Accurate and total figures are not aTallable. See tables I and II, pages 52 and 5S. 
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estimating salaries of civilian agency storage and issue employees at 
$12,000,000 ® a 10 percent savings would amount to $1,200,000* Again 
these figures are merely indicative. For, as in the case of the military 
services, we are of the opinion that far more than 10 percent reduction 
in personnel, inventories, and other costs can be realized if these recom- 
nieiidations are adopted and properly administered. 

3 Accurate and total figures are not available. See tables I and II, pages 52 and 53. 
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m. TRAFFIC MANAGEMENT 


A. The Problem 

It is well recognized that lack of centralized traffic management 
costs the Government excessive transportation charges. Government 
property and the channels of its movement are often unique. Carriei's’ 
tariffs have been constructed with relation to commercial traffic. Total 
annual charges paid for transportation by the Government exceed 
$1,0005000,0005 which represents almost one-tenth of carrier revenues 
for transportation of property. 

This inquiry concerns itself with the management phase of traffic, 
particularly those phases of traffic management which have the power 
to control the level of transportation charges paid, as distinguished 
from transportation operations performed on the shipping level. 
Detailed investigation was made of the traffic organizations in 18 
Government agencies. Comparison is provided with prevailing traffic 
management practices in private industry. Kecommendation is made 
for an organization and procedures to curtail excess payments for 
transportation of Government property. 

1. Commercial. Traffic Management ' ’ , 

All large industrial and commercial concerns consider traffic man- 
agement as an executive function to be coordinated with other phases 
of the business. Savings in transportation costs are often the measure 
of profit of the business concerned. Such traffic organizations are 
usually headed by a general traffic manager. Investment in traffic 
management varies according to the character of the business. 

In 1930 the admixnstrative cost averaged 4 percent of the charges 
paiil for traiisportation service, and an average return of $4.08 in 
savings was attained for each dollar of expense. On the average this 
ratio is now approximately 2 percent. 

Salaries of general traffic managers range from $12,000 to $25,000 per 
year, with principal assistants receiving from $10,000 to $15,000 per 
year. In the railroad field these salaries range from $15,000 to $35,000, 
and from $12,000 to $25,000. Commercial concerns ordinarily employ 
private counsel for traffic cases. Railroad counsel handling matters 
before the Interstate Commerce Commission and other boards are 
paid from $10,000 to $25,000 per year, on the average. 


2. Present Governmental Traffic Management 

There is no uniform pattern to traffic organizations in the agencies 
of the Government and there is no central direction or control of their 
activities. Principal management functions remain in the hands of 
individual agencies. Many purchasing officers lacking in traffic knowl- 
edge are exercising traffic functions. Many agencies with traffic 
organizations are unable to make general surveys of their transpor- 
tation costs through lack of necessary information and necessary 
personnel. In the present system of divided responsibility there is 
no method whereby such information can be developed and action 
taken to reduGe transportation charges for all Government traffic. 

The individual agencies have approximately 900 traffic employees 
with a personnel expense of more than $3,000,000. The General Ac- 
counting Office has 925 employees for auditing transportation bills 
at an expense of slightly more than $3,000,000. Total Government 
expenditure for personnel engaged in traffic management is estimated 
at $7,000,000. This represents an investment of seven-tenths of 1 
percent (0.7 percent) in relation to the total payment of transporta- 
tion charges. Heads of individual traffic organizations have an 
average gi^ade of CAF-12 with annual salaries of approximately 
$ 6 , 000 . 

Those few agencies which have fairly well developed traffic manage- 
ment organizations are able to accomplish considerable savings in 
transportation charges. The ratio of these savings to the cost of 
the personnel employed greatly exceeds the 4-to-l ratio in commer- 
cial concerns. For example, the Reconstruction Finance Corporation 
effected savings of $17,000,000 on its wartime traffic with an average 
annual salary expenditure, including auditing, estimated at $200,000. 

B. Historical Background 

Since 1912 effoi'ts have been made to develop organizations and 
procedures to manage Government traffic effectively. A Federal 
Traffic Board was established in 1921 for the purpose of bringing 
business methods to Government traffic management. Its powers were 
advisory only, and the individual agencies continued to act independ- 
ently. In addition, its lack of adequate and competent personnel 
did not permit it to assume direction of principal management func- 
tions. 

The annual report of the Comptroller General, December 3, 1923, 
called attention to the need for a central organization of experienced 
traffic personnel to obtain a level of reasonable transportation charges 
on Government traffic, as compared with charges on commercial 
traffic ; to control and direct shipping practices in the Government ; 


and to represent all agencies of the Government in negotiating for 
the establishment of reasonable charges. 

By Executive Order No. 6166, June 10, 1933, the Federal Traffic 
Board was abolished and a Federal traffic section of the Procurement 
Division in the Treasury Department assumed the duty of coordinat- 
ing the Government’s traffic activities. The functions assigned to this 
section, if effectively administered, would have been of great value 
ill reducing transportation charges. However, adequate personnel 
were never provided and the subordination of the traffic management 
f mictions to purchasing prevented its proper development. 

An investigation by the Bureau of the Budget in 1942 led to the 
issuance of its circular No. 387 which created the central traffic service 
section of the Procurement Division (now the Central Traffic Service 
Division of the Bureau of Federal Supply) as a central traffic agency 
for those departments and agencies of the Government having rela- 
tively small shipping needs. It was to conduct studies of all Govern- 
ment traffic with a view to reducing its cost. Again, the staff provided 
was inadequate, and its subordinate position and the exemption of the 
Government agencies with the largest shipping volumes prevented the 
successful accomplishment of the principal task — condiicting contin- 
uing studies of the level of charges on Government traffic and secur- 
ing adjustment of unreasonable charges. 

C* Findings and Discussion 

1. There is an urgent need for a continuing centralized program of 
research into the charges for transportation of Government property. 

Approximately 20 percent of Government shipments, representing a 
substantially greater proportion of the volume, involve commodities 
not ordinarily shipped by private concerns or channels of movement 
differing from ordinary commercial channels. As a result, such ship- 
ments will move at unreasonable high commercial rates unless action is 
taken to secure special quotations under section 22 or 217 (b) of the 
Interstate Commerce Act ^ or changes in carriers’ tariffs are secured. 
The individual agencies, on the whole, do not conduct the studies nec- 
essary to find the areas where such action should be taken. There is 
no present method whereby such action can be taken for the composite 
traffic of the several agencies. 

Most agencies, lacking information of more than the individual 
movements disclosed through processing routing requests, do not seek 
a permanent level of reasonable rates through tariff adjustments. To 


the limited extent that the need for rate adjustments is discovered, re- 
lief is sought requesting special quotations rather than tariff changes. 
Many instances were found in which such special quotations were ob- 
tained for account of one agency whereas other agencies continued to 
ship the same articles at full commercial rates, A wide variance of 
attitude among personnel was found as to when reduced transportation 
charges should be sought for the Government. 

2. A centralized traffic management activity is necessary in order 
that information required for negotiation of lower transportation 
costs can be obtained. 

The information received in the individual traffic oi'ganizatioiis 
does not enable them comprehensively to review their traffic to deter- 
mine the need to negotiate for lower charges. Very little information 
is obtained from purchasing activities to support negotiation for 
changes in the classification or exceptions to the classification. Only 
a few of the agencies, particularly the military departments, maintain 
centralized routing control which permits use of routing requests to 
determine the need for negotiations of special quotations or tariff 
changes. Since special quotations are voluntary reductions by the 
carriers, negotiations should be conducted before the traffic moves. 
With the removal of preaudit of carriers’ charges from the individual 
agencies, as the result of the Transportation Act of 1940, ^ and various 
subsequent acts relieving certifying and disbursing officers of certain 
of their responsibilities relating to the correctness of carriers’ charges, 
the individual traffic units are no longer able to secure essential traffic 
data from carriers’ bills. Memorandum copies of the bills of lading 
are used for this purpose in two of the military departments but, lack- 
ing information as to the carriers’ charges, cannot be used in research 
studies without checking out the rates on each shipment. 

3. There is a recognized need to establish traffic management as an 
equal and coordinate function with purchasing. 

In nearly all instances the traffic organizations in the individual 
agencies are considered and consider themselves no moi’e than service 
organizations, responsive to the stated needs of the purchasing or- 
ganizations. The initiative is left to the purchasing staffs to obtain 
traffic information for use in preparing their progi-ams, and since the 
purchasing personnel rarely realize the importance of the traffic prob- 
lems present, there is little interchange of information. Instances 
have been found, for example, where purchases were made f. o. b. 
destination, based on full commercial rates, on movements for which 


^ Sections 321 and 322 (49 U. S. C. secs. 65 and 66). 


traffic, organizations Iiad previonsly.- obtained .special reduced .rates 
for account of tlie Government. 

Purcliasiiig on a delivered price basis, since it eliminates traffic 
Iiandling by Government personnel and reduces possibility of losses, 
sliould be encouraged wherever the applicable rates are found to be 
reasonable. However, before this policy is adopted for any purchase 
program, the initial questions of reasonableness of existing rates and 
the possibility of obtaining reduced rates should be determined. 

4. The need for central control of Government traffic management 
has been intensified by the progressive decentralization of traffic re- 
sponsibility to the field. 

The atomic era has brought a policy of decentralization of the phy- 
sical control of traffic to numerous field activities. This has greatly 
reduced the ability of the traffic organizations of the individual agen- 
cies to secure the information they need and to administer effectively 
such policies as they may develop. 

A central traffic agency is needed, among other reasons, to collect 
and correlate essential traffic data in order that traffic management 
functions can be effectively performed. It is contemplated that a 
central traffic agency should have branch offices. 

5. Eouting of Government traffic, with the exception of military 
traffic should be the responsibility of a central traffic agency. 

A most effective control of the level of cost of transportation is 
through examination of routing requests submitted by shipping activi- 
ties. In this process the existence of unreasonably high charges can 
be discovered and adjustments sought before the traffic moves; in 
addition having a body of experts provide the routings eliminates 
errors which result in high cost transportation. 

It is expected that a central traffic agency would require routing re- 
quests to be submitted on shipments larger than one or two carloads, 
except in cases of emergency or where standard routings have been 
established with its approval. It is not believed, however, that the 
routing of military traffic, control of which is essential to the success 
of military operations, should be removed from the responsibility of 
the military establishment. Thei'e appears to be no reason, however, 
why the routing of military traffic should not be done by a central 
service under the National Military Establisliment. Such a consoli- 
dation would eliminate the need for the maintenance of duplicate 
tariff files, would permit a uniform program for equitable distribution 
of the traffic among tlie carriers, and would centralize information 
needed for obtaining rate adjustments on military traffic. Determina- 
tion of this question, however, should be left to the Munitions Board, 
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6. Uiiiforni nomenclature manuals should be prepared for use of all 
departments and agencies in classifying Government shipments. 

There is no adequate control over errors in describing, on bills of 
lading, the articles to be shipped. While shipping personnel at the 
many small activities throughout the country have some aids, usually 
including the consolidation freight classification, elimination of the 
errors which result in application of higher rates requires the use of 
manuals, cross-ref ei’enciiig Government item descriptions into classifi- 
cation nomenclature. A central traffic agency should prepare uniform 
nomenclature manuals governing commodities customarily purchased 
by the various agencies of the Government. 

7. A central traffic agency should be authorized to conduct a sam- 
pling review of carriers’ bills before payment of the charges. 

This review is needed for three purposes: First, to control over- 
charges by the carriers, that is, charges in excess of the legally applica- 
ble transportation charges ; second, to control errors by Government 
personnel resulting in the use of excessively costly methods of trans- 
portation ; third, to secure the traffic data needed, including charges 
assessed, in order to carry out the research program and secure a 
uniform, reasonable level of transportation charges on Government 
propert3^ 

Carriers’ overcharges result often from errors committed at some 
point on the carriers’ line. The individual agencies of the Govern- 
ment formerly reviewed these charges before payment and corrected 
errors. The only examination of carriers’ charges now made is that 
of the General Accounting Office. The individual agencies are still 
charged with collecting overcharges discovered by the General Ac- 
counting Office and also must i^eview carriers’ bills for administrative 
purposes. 

It is desirable that the General Accounting Office, as an independ- 
ent agency, continue to perform the audit of carriers’ charges. How- 
ever, the elimination of agency review of charges has led to a great 
increase in errors resulting in overstatement of charges by the carriers. 
Since carriers realize that their bills will be paid as presented they 
liave no initiative to exercise a high degree of care. During fiscal 
year 1947 such overcharges discovered amounted to $181,501,720. 
These overcharges are costly to detect and collect, represent a great 
loss measured in terms of interest charges, and failure to effect recov- 
ery, and deny to the individual agencies the use of a considerable 
portion of their appropriations for transportation. 

In order to control overcharges and errors by personnel of the 
Government, it is necessary to examine a cross-section of the cai'riers’ 
bills to determine the type and amount of the error and the location 
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of the erring office. A central traffic agency would provide a sample 
review of carriers’ bills for this purpose and would issue regulations 
enabling personnel making administrative review of the bills to detect 
and return for correction a poi*tion of the erroneous bills. This 
review would also be used to assemble the data necessary to determine 
areas of excessive charges to the Government and to assemble factual 
data requisite for px’oceedings before regulatory agencies. Those bills 
to be reviewed should be processed before payment since the process 
would require only 1 or 2 days for each bill and the return of incorrect 
bills before payment would provide the carriers with an incentive to 
eliminate errors. 

8. The present inadequate investment by the Government in traf- 
fic management should be increased to provide for the establishment 
of a central traffic agency. 


The present Government investment amounts to less than 1 percent 
of the charges paid for transportation, and since that investment is 
distributed widely among numerous organizations, it is not producing 
the potential dividends. While 2 percent is the usual economical in- 
vestment in traffic management, it is estimated that the establishment 
of a central traffic agency would require a budget of only $4,000,000, 
of which $2,500,000 to $3,000,000 would be spent for personnel, ap- 
proximately as follows : 


Traffic manager— 

Deputy traffic managers — 

Oeneral counsel — 

Assistant general counsel— 

Traffic analysts 

Traffic specialists 

Clerical and stenographic 

Statistical and administratiTe 


( 1 — - $17,500 

( 5 @ $12,000) 60,000 

C 1 15,000 

( 6 @$10,000 ) 60,000 

( 50 @ $8,000 average) 400, 000 

(250 @ $4,500 average) 1,125,000 

(200 @ $ 3,500 average) 700,000 

(100 @ $ 4,000 average) 400’, 000 


TotaU- — 613 2, 777, 500 

To a limited extent, reduction of personnel expense in the individual 
agencies would follow ; but the justification for this expenditure lies 
in the area of savings to be accomplished. 


D. Recommendations 

1. A Tkaffig Management Division 

It is recommended that there be established in the Executive Office 
of the President, as part of a Central Supply Organization and with 
equal and coordinate status with purchasing, storage and issue, inspec- 
tion and other supply functions, a Traffic Management Division with 


authority and responsibility to direct Government traffic management 
fiuictions (as distinguished from the traffic Gperatiiig functions) . Its 
mission should be to obtain the most efficient transportation of Gov- 
ernineiit property at the lowest possible cost, providing the Govern- 
ment with traffic management comparable in efficiency and economy 
with that of commercial and industrial organizations. The routing 
of military traffic, and the coordination of the units and activities con- 
cerned with routing in the departments of the National Military Es- 
tablishment should be added I’esponsibilities of the Munitions Board. 

a* Personnel 

The director of the Central Supply Organization should appoint a 
traffic manager as head of the Traffic Management Division at a salary 
of not less than $17,500 per annum. The traffic manager should be 
chosen solely for his experience in traffic management and administra- 
tion without regard to Civil Service requirements. 

Deputy traffic managers should be appointed by the traffic manager 
without regard to civil-service laws and be paid not less than $12,000 
per annum. 

A general counsel and assistant counsel should also be appointed 
by the traffic manager without regard to civil-service requirements. 
They should be experienced in transportation law and in practice 
before transportation regulatory bodies. 

The traffic manager should be authorized and provided with funds 
to employ the services of transportation experts and other experts, 
under the act of August 2, 1946 (5 U. S. C. sec. 55a) . 

Traffic analysts should be placed in the professional (“P’’) category 
of the civil service with salaries equivalent to those of CAF 12 to 15, 
which grades should be eliminated from traffic classifications. Sub- 
ordinate personnel preparing traffic data should be designated “traffic 
specialists’' and continued in grades CAF 6 to 11. Other personnel 
should also be subject to civil-service classification. 

5. Fimctions 

1. Primary functions of the Traffic Management Division should be : 
a. To maintain liaison with supply units of the Government ; 

&. to conduct continuing research as to the Government transportation costs ; 
o. to ad^dse purchasing units on traffic problems ; 

d. to represent aU agencies of the Government in negotiating special 
Quotations ; 

e. to represent all agencies of the Government in negotiating changes in 
carriers’ tariffs; 

/. to represent all agencies of the Government in proceedings before trans- 
portation regulatory agencies ; 
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g. to control tlie routing of Government sliii>meiits other than military 
■shipments; 

Ju to examine carriers* bills to the extent necessary to control overcharges 
aric! excess payments and to obtain needed traffic data ; and 

I. to provide for equitable distribution of the traffic. 

2. Eelatecl functions of tlie Traffic Management Division slioulcl 
be : 

a. To quote rates and other transportation charges upon request ; 

1), to prepare uniform nomenclature guides and manuals ; 

e. to prescribe standardized shipping methods and procedures ; 
to prescribe packaging methods ; 

C. to prescribe uniform shipping documents and contract provisions ; 

f. to provide transportation infomation relative to determining siiitable 
locations for Government installations ; and 

g. to assist agencies of the Government in developing adequate shipping 
organizations. 

8. Performance of its responsibilities will require that a central 
traffic agency also carry out the following administrative and operat- 
ing fimctions : 

a. To maintain a complete tariff file ; 

b. to maintain a statistical section employing business machine methods 
to record essential traffic data ; 

e. to maintain a traffic library; 

<?. to distribute research studies relating to traffic ; 

e. to distribute traffic bulletins ; 

f. to maintain regional offices ; and 

to conduct training courses for Government traffic personnel. 

E. Anticipated AcEievements 

1. To establish a reasonable level of transportation charges for 
(lovernment shipments. 

2. To produce initial savings which should amount to 20 percent to 
25 percent of the total amount paid as transportation charges and 
continued annual savings in lesser amounts. 

3. To establish efficient traffic procedures for the Government 
which will improve transportation service and produce substantial 
savings other than those measured by the level of transjiortation 
•charges.^'" 

4. To reduce overcharges by the carriers and excess payments 
resulting from errors of Government personnel in ordering 
ti^ansportation. 



IV. STANDARD SPECIFICATIONS 


A. The ProHem 

Specifications are not an end in themselves, but are an essential part 
of the purchasing process. They are particularly important in gov- 
ernmental purchasing where the award must ordinarily be made to 
the lowest bidder whose product conforms to the prescribed standard. 
The principal purpose in this part of the Federal supply study was 
to ascertain whether present specification practices and procedures 
can be improved to enable purchasing officers to secure wider competi- 
tion, obtain a better quality of goods, and buy at lower prices. Other 
purposes were to determine whether existing standard specifications 
are being fully utilized, and whether specification activities are pres- 
ently organized in the most effective way. 

In this study the organization and procedures of the Bureau of 
Federal Supply and the Federal Specifications Board, the Department 
of Agriculture, the Post Office Department, the Federal Security 
Agency, the United States Maritime Commission, the National Bureau 
of Standards, the Munitions Board, the Department of the Army, the 
Depai'tment of the Navy, and the Department of the Air Force were 
examined in some detail. In addition, reports prepared by staff mem- 
bers of the Bureau of the Budget or the Bureau of Federal Supply on 
supply activities of the Department of State, the Department of Labor, 
several bureaus of the Department of the Interior, the Department 
of Justice, the Tennessee Valley Authority, the Federal Communica- 
tions Commission, the National Labor Eelations Board, the Eecon- 
struction Finance Corporation, the Federal Power Commission, and 
the Federal Trade Commission Avere used. Field trips were also made 
to New York City Supply Center of the Bureau of Federal Supply, 
the Quartermaster Food and Container Listitute in Chicago, the Amer- 
ican Standards Association, the American Society for Testing Mate- 
rials and several large industrial corporations having well recognized 
methods for the development of standard purchase specifications. 

B. Findings and Discussion 

Many purchases are made on the basis of a catalog description, a 
previous purchase, reference to some well-known Government of com- 
mercial standard, or reference to a standard sample. In the case of 
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many items wliicli are purchased repetitively, however, a standard 
specification is written which usually prescribes requirements in some 
detail and specifies the method of testing to determine whether the 
articde conforms to the standard prescribed. Tlie total number of 
such specifications prepared within the individual departments or 
establishments for their own use far exceeds the number prepared 
cooperatively for wider use. The quality of these departmeiital speci- 
fications varies. Some are quite satisfactory, others contain unneces- 
sary I’equirements which tend to limit competition and raise prices, 
are obsolete, or are unnecessarily detailed. 

1. Joint Militaky SrEcmcATioNS 

There are two types of specifications which are used jointly by the 
military departments. The first of these — Joint Army-Navy (JAN) 
specifications— were promulgated until recently by the Joint Army- 
Navy Specifications Board. They were usually prepared by joint cus- 
todians selected from among the interested technical services, bureaus, 
or commands. More than 5 years after this program began only 564 
JAN specifications had been promulgated, and the program was falling 
further .behind schedule. This was one of the reasons leading to the 
abolition of the J oint Army-Navy Specifications Board and the crea- 
tion on May 18, 1948, of the standards agency of the Munitions Board. 
The present program calls for the eventual establishment of a single 
system of military specifications which will include not only specifica- 
tions used by two or more departments, but also specifications of inter- 
est to only one department. The new agency will not be as unwieldy 
as the old Board, and the central staff which is now being recruited 
will be larger. Some streamlining of procedures is being undertaken. 
Tlie changes made appear to represent improvements. The duplica- 
tion among military specifications, now estimated at 20 percent, will 
gradually be eliminated. Standardization of military equipment and 
supplies will be promoted. Some question remains, however, as to 
whether the central specification organization in each of the depart- 
ments will be in a position to supervise effectively the administration 
of the joint specifications program within the department. 

The second type of joint military specifications ai’e the Army-Navy 
Aeronautical (AN) specifications, vrhich are used by the Air Force 
and the Navy Bureau of Aeronautics. There are at present about 
800 of these specifications prepared jointly and issued by the Aero- 
nautical Board until its abolition on August 1, 1948. AN specifica- 
tion activities are to continue, however, and will be monitored by the 
Subcommittee on Aeronautical Standards of the Aircraft Committee 
of the Munitions Board. Much standardizing of military equipment. 
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wliicli is often reflected later in specifications, is carried on by stand- 
ardizing agencies such as the Army-Navy Electronic and Electrical 
Standards Agency (ANEESA) and the Munitions Board Packaging 
Committee. 

2. PeDEKAL SrECIFICATIOKS 

The broadest range of interest is represented by Federal specifica- 
tions, which cover many of the items commonly used by several depart- 
ments, both civil and military. They are prepared under the Federal 
Specifications Board, which is composed of the representatives of 11 
agencies, and are promulgated by the Director of the Bureau of Fed- 
eral Supply. The work of the Board is carried on through 77 technical 
committees, wdth 14 technical assistants as the staff at the Bureau of 
Federal Supply. Draft specifications are sent to industry for com- 
nients and are cleared with Government agencies. The process of 
preparing or revising a Federal specification is a very lengthy one, 
averaging over two years. One consequence of this is that agencies, 
including the Bureau of Federal Supply itself, are forced to prepare 
their own specifications for use in purchase operations. In an effort 
to remedy this situation the Bureau of Federal Supply has recently 
arranged to have proposed new or revised Federal specifications made 
available to Government agencies for use in procurement prior to their 
formal clearance and adoption. 

There are at f)resent some 1,900 Federal specifications, many of 
which need revision. War developments have increased the demand 
for new Federal specifications or for revision of old ones, and the 
Federal S]pecifications Board has a backlog of several years work 
which continues to grow. The use of Federal specifications is sup- 
posedly mandatory, but this requirement is not policed. In some cases 
it appears that distribution to purchasing offices in the field is inade- 
quate. Agencies also complain that the quality prescribed by some 
Federal specifications is too low to meet their needs. 

3. Cost oe Specification Activities 

Specification activities are ordinarily carried on by persons who 
devote only a part of their time to them. For this reason it is im- 
possible to determine with any degree of accuracy the total amount 
of time spent in such activities or their cost to the Government. In- 
complete data for the military departments show 1,095 man-years 
spent on specifications during the 1948 fiscal year at a salary cost of 
$4,077,883. During the same year the Bureau of Federal Supply 
employed an average of 37 people with salaries totaling $151,000. 
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€• Recommendations 


1. OKGAmZATION 

a. Responsibility for Federal specification activities sbould be lo- 
cated in a standards division of the Central Supply Organization in 
the Executive Office of the President. The standards division would 
be assisted by the Federal Specifications Board, which should be con- 
tinued. This Board, which includes representatives of the military 
as well as the civilian departments, should undertake to coordinate the 
Munitions Board and the Federal specification programs, with an 
appeal to the supply policy committee on any important matters of 
disagreement. 

b. The standards agency of the Munitions Board should continue to 
be responsible for the development of a coordinated program of mili- 
tary specifications. 

2. PoLrCTES A'ND PROCEDURES — EeCOMMENDATIOKS OF GeXERAL Ap- 

PLICATION 

a. The range of commodities which can best be bought on standard 
specifications should be thoroughly studied by the proposed Central 
Supply Organization and by the Munitions Board, and should be 
subject to periodic review and check. The study made by the Cen- 
tral Supply Organization in particular should be directed toward 
determining which commodities should be covered by Federal Specifi- 
cations. 

b. Wider use should be made of the specifications of standardizing 
bodies such as the American Standard Association, American Society 
for Testing Materials, etc., and these specifications should be identified 
as such. Participation by Federal officials in the preparation of these 
specifications should be encouraged by amending the act of June 26, 
1918, which prohibits use of Federal appropriations to pay member- 
ship fees in any association or to pay expenses of Federal officials to 
attend meetings (5 U. S. C. 83). 

c. Greater use should be made of qualified products lists. These 
are lists which are prepared where it is impossible to write a specifica- 
tion to eliminate inferior products or where testing is a lengthy or 
expensive process. Such lists are widely used in private industry and 
are being used successfully by the military departments. The lists 
should be kept open at all times to manufacturers whose products can 
meet the tests prescribed. They should be centrally maintained for 
articles of common use. 

d. Wherever possible specifications should call for articles which are 
commercially standard, should be written in terms of performance 
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rather than physical characteristics or composition, and should be 
readily understandable., 

e. There should be more extensive participation by purchasing of- 
ficers and inspectors in the process of preparing and revising specifica- 
tions. In some cases moi‘e attention needs to be paid to obtaining the 
views of users of the articles. 

3. Policies and Pkocedures — Joint Military Sfecifications and 

Standardization 

a. Supplies and equipment used by more than one service should 
be standardized wherever possible. This may necessitate additional 
staff beyond that presently contemplated by the program of the 
Munitions Board. It may also necessitate strengthening the central 
standardization and specification organizations at the departmental 
level. 

4, Policies AND Procedures— Federal Specifications 

a. The preparation and revision of Federal specifications should be 
speeded up. This can be accomplished by substantially increasing the 
small specifications staff of the Bureau of Fedei^al Supply and by as- 
signing to the Bureau’s technical assistants greater responsibility for 
preparing specifications ; by greater selectivity in determining the 
articles for which Federal Specifications are to be written; by enforc- 
ing deadline dates for comments from Government agencies; and in 
other ways. Eveiy effort should be made to impress upon the agencies 
the importance of Federal specifications. 

5. The use of interim or tentative specifications during a trial period 
in which any defects would be revealed should become more general. 
If proven satisfactory, use of such specifications should then be made 
mandatory. Where there are now departmental specifications of gen- 
eral interest, the best of these might be promulgated as interim Federal 
speGifications. 

G, Wider distribution of Federal specifications should be made to 
the agencies, and the charges for them should be reduced or, if found 
practicable, be eliminated. 

d. Federal specifications should provide for alternate qualities to 
meet agency requirements wherever practicable. 

e. Use of Federal specifications should be mandatory upon all agen- 
cies in the executive, legislative, and judicial branches, including Gov-, 
ernment-owned corporations, unless emergency situations render their 
use inadvisable. Such situations involving purchases over $1,000 in 
amount should be reported to the Central Supply Organization. 
The legislative and judicial branches and the corporations might also 
be represented on the Federal Specifications Board. 
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D. AcMevemeiits Anticipated 


These recommendations should result in more efficient and economi- 
cal supply activities. The recommendations relating to purchase of 
commercially standard articles and greater use of specifications of 
standardizing bodies should stimulate wider competition and result in 
lower prices. Qualified products lists afford a means of excluding 
inferior products which cannot be accomplished siiccessfull}^ by the 
usual procedures. Further standardization of military supplies and 
equipment will make possible full realization of the advantages of sin- 
gle-service or joint-agency procurement, will permit pooling of stocks 
and reduction of the total amounts which must be carried, and will 
facilitate exchanges between the services either at the department level 
or in the field. In case of emergency it will ease the burden on indus- 
try, which during the war had sometimes to change production proc- 
esses because of minor differences in specifications. Standardization 
of common parts will obviate much of the laying-up of equipment 
which occurred in theaters of operation during the war. 

The increased staff recommended for the processing of Federal 
specifications should ultimately make possible some reductions in 
agency specification staffs. Duplication in the preparation of speci- 
fications would be eliminated and the quality of articles commonly used 
by Federal agencies would be improved. Continued use of obsolete 
specifications may prove worse. than having no specifications at all. 
Grood specifications make possible savings through the elimination of 
unnecessary types and varieties. For example, the Federal specifica- 
tion on roasting pans provides for 12 types instead of the 26 that were 
previously covered in five different agency specifications. The pur- 
chase of only one kind of type cleaner on specification has resulted 
in annual savings estimated at $80,000. The savings to be derived 
from an adequate set of Federal specifications reflecting the latest 
commercial practices will be many times the small additional expendi- 
ture required to develop such specifications. 


V. INSPECTION 


A. The Problem 

Inspection is an important part of the procurement process. This 
is particularly true in governmental buying, where the award must 
ordinarily be made to the lowest bidder. If the competition is spirited, 
the successful bidder, to make any profit, is sometimes compelled to 
supply the minimum quality consistent with specifications. In the 
absence of adequate inspection the temptation to supply an inferior 
article is great. Moreover, there is little use in preparing good specifi- 
cations if no check is made on the quality of the article actually 
received. The term inspection, as used in this report, is the method or 
process of determining that the quality of materials or equipment 
received meets the requirements stipulated in the specifications, draw- 
ings or other purchase documents. It should be distinguished from 
examination by a stores or receiving clerk to determine that the 
quantity is correct. 

The problem of inspection resolves itself into the questions: 

1. Is there sufficient inspection of the materials and equipment bought to 
insure that the Government gets full value? 

2. Are inspection services now organized in the most efficient manner? 

3. How can present Federal inspection pi*ocedures be improved? 

B. Findings and Discussion 

1. ClVIIilAN Aoehoies 

In the civilian agencies there is no uniformity in quality of inspec- 
tion, in controls, or in the basic concepts of inspection. In general, 
those agencies having highly technical problems have adequate inspec- 
tion performed by skilled technicians w^'ho are not rated as inspectors. 
Other agencies have almost no inspection, with what little there is 
performed by clerks without any technical training. The Bureau of 
Federal Supply does not adequately inspect the items which it pur- 
chases mainly because of lack of appropriations. In general, inspec- 
tion of deliveries under Federal supply schedule contracts is left 
to the agencies. 

The National Bureau of Standards inspects cement and lamp 
bulbs for all Federal afifencies, and maintains laboratories which are 


used for testing other products. The inspection services and labora- 
tories of the other civilian agencies are scattered throughout the 
country. While occasional arrangements are made by one agency to 
use the facilities of another, there is no central coordinating agency 
to insure the fullest and most effective use of these facilities. 

2. Military Services 

Nearly 6,000 people with total salaries of $21,14:0,687 are engaged in 
inspection activities in the military services, including the Coast 
Guard. The quality of inspection is reasonably good, but there is 
great inconsistency in the concepts of what constitutes inspection and 
wha-t related functions should be grouped therewith. Inspection 
offices are located throughout the country, and in many large cities 
there are separate inspection offices for each of several services, 
hureaus, and commands. There is also duplication of laboratory 
facilities in several cities. 


C. Recommendations 

It is recommended that centralization of responsibility for inspec- 
tion policies be established in both military and civilian agencies. 

1. CiviLiAK Agencies 

For this purpose, there should be established in the Central Supply 
Organization an inspection unit, as a part of a standards division, to 
carry out the following functions : ( 1) To determine what commodities 
purchased by the civil agencies are to be inspected and at what point; 
(2) to make inspection assignments on a reimbursable cost basis 
to those civilian agencies best equipped for the specialized responsi- 
bility; or, through the Munitions Board, to the appropriate mili- 
tary service; (B) similarly, to make testing assignments to those 
civilian laboratories, or, through the Munitions Board, to those mili- 
tary laboratories best equipped for specialized tests; (4) to prepare 
inspection manuals for the guidance of inspectors and receiving clerks ; 
and (5) to develop rules and regulations on inspection policies and 
methods, and on inspection and testing procedures and channeling of 
reports. Government- wide inspection and testing assignments would 
be made by the Assistant to the President. It may prove desirable 
for the Central Supply Organization to have a small staff of its 
own to inspect commodities which it purchases. Such a staff should 
be kept small, with primary reliance being placed on the use of exist- 
ing inspection services. 


2. MiiiiTARx Services 

The Munitioiis Board should be authorized to study and to recom- 
riieiid the consolidation, . as soon as practicable, of the inspection 
organizations in the National Military Establishinent as an adjunct 
of the OiBce of the Secretary of Defense or as a permanent assign- 
ment to one of the three constituent departments. Consolidation 
would probably require an amendment to the National Security Act 
of 1947. Until such consolidation is completely effected, the Miini- 
tioiis Board should make ^hnspection assignments” to those units best 
equipped or most advantageously located to make inspections of given 
commodities for all three military departments and for the Coast 
Guard, and, in collaboration with the Central Supply Organization, 
to make available on a reimbursable cost basis the services of the 
military inspection units for inspections of given commodities for 
the civilian agencies. This last function should be continued even 
after establishment of a consolidated service. 

The Munitions Board should also effect a similar coordination and 
utilization of military testing Laboratories, to make their services 
available for either the military or civilian requirements. And in 
the interests of economy, of uniformity and of elimination of the 
present overlapping and duplication of effort, the Munitions Board 
should also, pending establishment of a consolidated service, coordi- 
nate within the National Military Establishment, and with the Cen- 
tral Supply Organization, inspection manuals and rules and regula- 
tions on inspection policies and methods and on inspection and test- 
ing procedures and channeling of reports. 

D. Achievements Anticipated 

The achievements anticipated are: 

1. Definite improvement in quality of inspection in both military 
and civilian agencies. This will result in the Government obtaining 
better articles and ivill encourage reputable suppliers who may now 
be unwilling to compete for Government business. 

2. Reduction in number of military and civilian personnel required 
for peacetime inspection in the military services as well as reduction 
in administrative expenses, 

3. Adequate inspection provided for all the civilian agencies. 

4. Utilization of the information obtained by and reported after 
inspections to improve specifications and purchasing. 

5. More extensive and improved testing through greater utilization 
of the manpower and equipment in Government laboratories. 



VI. PROPERTY IDENTIFICATION 


A. The Problem 

It is not yet definitely known how many items of personal property 
are used in the supply system of the Government ; but various esti- 
mates run from 5,000,000 to 12,000,000 on the number of different 
items required to equip and supply its military and civilian activities. 
These millions of items, varying over a wide range in kind, size, origin, 
functional characteristics and use, must be procured, transported, 
stored, and issued ; plans for procurement must be prepared, require- 
ments must be drafted, requisitions must be filled ; and all transactions 
must be properly recorded. The operating ofiicial who needs a piece 
of equipment or any supplies should know how to indicate the exact 
article he wants, and the purchasing or stores official getting the request 
should know precisely what is wanted and be able to furnish it. 

Eeferring to all these operations, Griffenhagen & Associates, man- 
agement consultants, in their Eeport on Item Identification prepared 
for the Army Service Forces (August 31, 1944) said : 

When one considers the great number of places, people, and procedures involved 
in this process in combination with the great variety of articles and vast number 
of individual items to be bandied, it becomes evident that problems of extraor- 
dinary and unprecedented magnitude are raised. 


B. Findings and Discussion 

In a recent (June 1948) rejiort of the Joint Property Accounting 
Staff representing the General Accounting Office, the Treasury Depart- 
ment and the Bureau of the Budget, the following facts were estab- 
lished : 

1. Property cannot be managed if its identity, classification, location, quantity, 
and physical characteristics are not known. 

2. In most Federal agencies studied, management does not appear to have 
adequate answers to questions pertaining to identification, location and quantity 
of property. 

3. Many agencies presently do not publish or utilize any listing or catalog of 
the items regularly maintained in stock for issue. As a I'esult, each operating 
activity either makes individual inquiry, or depends upon memory of past requisi- 
tioning experience to determine which items are kept in stock by the supply office. 

4. Some agencies have permitted each supply point to devise its own catalog 
without regard to other supply points* As a result it is possible for some parts 


of one agency to be overstocked while other organizational units in the same 

agency are making additional purchases on the same item. 

5. The same article is designated by many different names and identification 
numbers in the various agencies. There does not exist any uniform catalog 
system which permits the identification, classification, and numbering of the 
materials, supplies, and equipment owned and used by all the ageiicies. 

Ill the earlier studies made during the past 4 years by the Committee 
on Commodity Catalog and the United States Standard Commodity 
Catalog Board, the following conclusions were reached : 

1. There are numerous instances when the same item, even within the records 
of the same agency, is listed under different names and under different numbers ; 
In a case of two or more agencies keeping records of the same property items, 
duplications tend to increase practically without any controlled limit. For 
example, there is a case of a certain ball bearing variously identified under 239 
different symbols. 

2. The Munitions Board investigators reached the conclusion that the current 
systems of cataloging are unsatisfactory and weak; and Griff enhagen & As- 
sociates reported to the War Department that “a single system of item identi- 
fication for the Army should have been adopted long before the war; if it had 
been in operation it would have saved hundreds of millions of dollars and possibly 
thousands of lives.” 

3. There are 17 unrelated systems for identification and listing in the form of 
catalogs now in existence in the technical services of the Army, the bureaus of 
the Navy, the Air Materiel Command of the Air Force and the Bureau of Federal 
Supply, 

4. In all these unrelated catalog systems, the property items have no uniform 
name, no uniform groups and classes, and no uniform numbers. Such absence 
of uniformity in classification and identification creates complete chaos, as has 
been shown by all investigations made in the last 4 years. 

A few illustrations of this situation would appeal" to be in order: 

One manufacturer of steam turbines furnished a bearing liner 
assembly to the iSTavy at a cost of $63. Catalog research revealed that 
another supplier furnished the same item, as a replacement part, at a 
cost of $25. This research also revealed the identity of the prime 
manufacturer from whom the bearing liner assembly was later ob- 
tained for $9.06. 

Procurement savings of $115,000 were effected in one Navy bureau 
through the cataloging analysis of oil seals, which resulted in the 
determination that 4,500 supposedly different items were actually only 
879 different seals. 

Extensive identification research on antifriction bearings revealed 
that bearings identified by 300,000 different numbers were actually 
only 9,000 different bearings. 

1. Past Cataloging Effokts 

Experiences in World War I, and the problems attendant upon the 
disposal of war surplus as an aftermath, focused attention upon the 
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need for a standard ■ catalog of personal property. Fortunately, the 
Navy, under the leadership of Admiral Hicks, had been using its own 
standard stock catalog, preparation of which had begun in 1914. The 
Navy catalog, therefore, was available for use, with appropriate ex- 
pansion, as the Federal Standard Stock Catalog. 

Although the adoption and use of this catalog was a noteworthy 
achievement, the catalog proved inadequate for the problems posed by 
the immense expansion in number of items required for the mechanized 
operations of World War II. 

Under the leadership of the Bureau of the Budget and with the 
active support of the War Production Board and other emergency 
agencies, a standard commodity classification was developed to replace 
the classification in the Federal Standard Stock Catalog. Mean- 
while, the several branches of the armed forces proceeded along in- 
dependent lines to formulate classifications and catalogs which each 
considered best adapted to its own expanding supply requirements. 
Consequently, at the end of World War II there were 17 different 
commodity catalogs and systems, each differing from the others in 
minor, but sufficiently important, details to bring about a “confusion 
of tongues” among the various catalog dialects. The results of this 
situation upon military operations have been pointed out immediately 
above and have been sufficiently aired in reports by responsible mili- 
tary officials so as to justify no further discussion at this point. 

Taking cognizance of this costly confusion, the President, in Jan- 
uary 1945, ordered the Director of the Budget to take the necessary 
action and to establish the necessary oi^ganization to formulate a 
“United States Commodity Catalog.” The next 2 years saw much 
planning and indecisive discussion of technical details, but very lim- 
ited progress toward the actual preparation of a catalog. 

The United States Standard Commodity Catalog Board, an inter- 
departmental group formed under the leadership of the Bureau of the 
Budget in response to the President’s directive, assigned to the 
Standards Branch of the Procurement Division (now the Bureau of 
Federal Supply) of the Treasury Department the responsibility for 
drawing up a catalog system and budgetary and operating plans for 
a catalog to be Government- wide in scope and use. 

A central staff and technical committee worked zealously at the 
Standards Branch of the Procurement Division; and formulated 
general plans for a catalog system, except that the system of classifica- 
tion and identification to be used was never agreed upon. Detailed 
operating plans for cataloging through a central staff’ at the Bureau 
of Federal Supply were also prepared and were finally presented as a 
supplemental budget request of the Tresaury to the Eightieth Congress 
well toward the close of its first session in the summer of 1947, This 


last-minute request was rather hurriedly brushed aside, and the f unds 
\\ere denied, by the Congress which suggested instead that the various 
agencies concerned with cataloging should combine forces and ideas 
and present a request for clarifying and implementing legislation. 
Consequently, the central staff was perforce disbanded ; and because 
of lack of funds and staff practically no progress has since been made 
in the field of cataloging by civilian agencies. 

2. The MuNmoisrs Board Cataloging xIgenoy 

On the other hand, some progress is being made in cataloging for 
the military services. In early 1947, an Arm^^-Navy Catalog Agency 
■was formed. This became the Munitions Board Cataloging Agency 
in late 1947 when, under the authority of the National Security Act, 
the Secretarjr of Defense delegated to the Munitions Board the respon- 
sibility f or cataloging all items of supply used by the National Military 
Establishment. The cataloging plan adopted by this agency is in 
substantial conformity with the plan prepared under the sponsorship 
of the United States Standard Commodity Catalog Board, on which 
the military services had been represented. 

As its goal, the Munitions Board Cataloging Agency determined to 
attempt the cataloging, writhin 3 years, of all the millions of items 
found in the supply systems and stock lists of the military bureaus 
and technical services. (The latest numerical estimates by the staff 
of the Munitions Board Cataloging Agency are that the military and 
civilian agencies list approximately 6,000,000 items, of which five- 
sixths, or 5,000,000, are in the National Military Establishment; that 
only one-half this number, or 3,000,000 items, are actually in use or in 
storage; and that, wuth the elimination of items which are now dupli- 
cated under different names in the separate catalogs, the final catalog 
will show 2,500,000 items used in the military services, and 500,000 
additional items w^hich are peculiar to the needs of the civilian agencies 
of the Government.) Because of delays and defects in organization, 
which are discussed below, the Munitions Board Cataloging Agency 
has recently revised its completion target date to 4 years from July 1, 
1948. 

a, Ooordmation With Bureau of Federal Suj>ply 

An important action was taken in mid 1948 when the Munitions 
Board and the Bureau of Federal Supply signed a written agreement 
to coordinate their plans and efforts in the interests of a Government 
commodity catalog. Left to final determination by the Secretary of 
Defense and the Secretary of the Treasury, in the absence of prior legis- 
lative direction by the Congress, is the respective future responsibilities 
of the signatories, following completion of the work program of the 
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Munitions Board Cataloging' Agency.' Meanwhile, ■ the Bureau of 
Federal Supply, pursuant to the written agreeiiient, is now repre- 
sented oil' the executive group and the technical group of the Munitions 
Board Cataloging Agency, thus insuring the much-needed coordina- 
tion between the civilian and military interests in a field of paramount 
importance to both. 

h. Defects in Organimtion and Methods 

Tlie military authorities are to be commended for their recognition 
that cataloging of all supply items according to uniform nomenclature 
is an essential to national defense; and for their current serious at- 
tempt to substitute action for discussion. The present program of the 
Munitions Board Cataloging Agency would, however, move ahead 
more rapidly with the removal of a number of serious defects in or- 
ganization and methods, which can be accomplished as follows : 

1. The Agency should have an adequate, permanent statE and be financed from 
the budget of the Munitions Board; as long as it has to rely upon allocation of 
funds from the three constituent departments of the National Military Estab- 
lishment, it will not be able to operate as an impartial and uninhibited group ; 

2. The Secretary of Defense should, in terms which are unmistakable, serve 
notice on the bureaus and technical services that a standard catalog shall be 
speedily prepared and adopted ; that, after its preparation, it must he used in all 
supply operations of all bureaus and technical services without modification ; and 
that each bureau and technical service must assist in the preparation of the 
catalog by accepting, and promptly completing cataloging “assignments’’ by the 
Agency in whatever commodity classes it is made the cognizant body ; and 

8. The organization should be radically simplified. The Secretary of Defense 
is now separated by seven strata of authority from the civilian staff to whom are 
assigned the technical details. If the staff seek top-level approval of a phase of 
cataloging operations or of a budgetary request, it must have clearance by the 
executive group, by the technical group, by the Agency group, by the Procurement 
Section, by the Procurement Policy Council, by the executive committee of the 
Munitions Board, and by the Board itself, before it reaches the Secretary of De- 
fense and his immediate staff. Although an extreme example of the channals of 
authority in Munitions Board operations, it illustrates a general situation. Sim- 
plification can undoubtedly be achieved; and it must be, if this undertaking, uni- 
versally recognized by military authorities as of crucial importance to national 
defense, is to be completed and made effective within the work schedule of 4 years. 

C. Recommendations 

1. CON'GRESSIONAI. ACTION EeQUIRED 

Tlie Federal Commodity Catalog, to be the standard and sole cata- 
log for the Government, requires coordinated action and centralized 
control. Ko department, however, is willing to be coordinated or 
controlled by any other department. The lack of enthusiasm is es- 


pecially evident in oM-line agencies with deeply X'ooted traditions. 
In addition, civilian agencies do not like the idea of being coordinated 
and regulated by a military organization; and, in turn, military 
services are not impressed at all by the possibility of being controlled 
by a civilian agency. In this impasse, the matter was permitted to 
drift for 2 years. 

a. Declaration of Congressional Policy 

It is believed that the important function of development, adoption, 
use, and maintenance of the Federal Commodity Catalog will not be 
satisfactorily solved until the Congress issues a policy statement to 
that effect ; and implements such policy by providing statutory au- 
thority and the necessary funds. To be effective, it is suggested that 
such congressional statement of policy declare: 

1. That the interests of national defense and effective personal property man- 
agement demand that a single standard Federal Commodity Catalog shall be 
developed and properly maintained, covering all items used in the supply systems 
of all Federal agencies, military and civilian ; 

2. That the Federal Commodity Catalog shall identify, classify, and describe 
the millions of items of personal property used by all agencies and shall provide 
a standard reference language or terminology to be used by all persons engaged 
in the processes of supply (computation of regiilrements in relation to inventories 
and operating programs, procurement, storage, disposal, budgeting, and account- 
ing) ; 

3. That in the Federal Commodity Catalog each property item shall have but 
one name and one identification number and that no other names and identifica- 
tion numbers shall be used; 

4. That all agencies concerned v^ith part or all of the processes of supply shall 
use the Federal Commodity Catalog, and that no other catalog shall be used ; 

5. That all reports to Congress or to the President on production, export, 
import, procurement, utilization, and disposal of commodities shall be submitted 
in terms of the nomenclature of the Federal Commodity Catalog ; and 

6. That the system upon which the Federal Commodity Catalog is based shall 
include all necessary technical matter, such as item identification, classification, 
and stock numbering; preparation of “description patterns” and their use In 
establishing identification, and ascertaining interchangeability and substitut- 
ability of items ; and for recording and presenting data pertaining thereto in a 
form which is understandable and usable in all supply operations. 

2. CaTz^LOGING ORGANiZATIOlSr 

The Central Supply Organization in the Executive Office of the 
President should have, as a part of its standards division, a branch 
for the development and maintenance of the Federal Commodity 
Catalog. This organization unit should be headed by a person of the 
highest professional and administrative qualifications available. 

The United States Standard Commodity Catalog Board should be 
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coiitiiiiiedv biit as the Federal Conimodity Catalog Board. 

The membership of such board should be representative of both mili- 
tary and:, civilian, agencies, but should be determined and designated 

in behalf of the President by his Assistant responsible for the super- 
vision and coordination of siij^ply and other staff services. 

a. ResponsihUities and Functions 

The Federal Commodity Catalog Board should be responsible for 
ail technical elements of the catalog system, including development 
and recommendation of rules and regulations for: (1) Item identifi- 
cation, (2) commodity classification, (3) standard names, numbering 
system, and description patterns, (4) development and maintenance of 
the central catalog file, and (5) the mandatory application of the 
catalog to supply operations of all agencies of the Government. 

The cataloging unit of the Central Supply Organization would 
become responsible, as of the date of its establishment, for completing 
the Federal Commodity Catalog with its own staff ; or for delegating 
to other appropriate agencies certain portions of the cataloging task 
under rules and regulations developed by the Federal Commodity 
Catalog Board and prescribed by the Assistant to the President. 
(It is assumed that the Munitions Board cataloging agency would be 
authorized, under rules and regulations of the Assistant to the Presi- 
dent, to complete the remaining portion of its program of cataloging 
all items used in the supply system of the National Military Establish- 
ment.) After the Federal Commodity Catalog is completed and pro- 
mulgated, it would be the continuing responsibility of the cataloging 
unit to maintain the catalog; to distribute the catalog data on stand- 
ard identification cards or in other satisfactory form to all agencies ; 
to niaintain a central catalog file of all items of personal property 
in military and civilian use; and to serve as the secretariat for the 
Federal Commodity Catalog Board. 

D. AcMevements Anticipated 

The numbering, identification, classification, and description of 
items of supply and their inclusion in a catalog appear at first glance 
to be matters only of academic interest. On the contrary, the adoption 
and use of standard nomenclature is the very essence of an efficient 
supply system. 

Without sucli common language, an effective program of personal 
property management borders on the impossible in an operation so 
vast as that of the Federal Government. With it, order can replace 
the current disorder in computation of requirements in relation to 


inventories and operating programs; procurement; storage and issue- 
disposal; and other phases of the supply function. ’ 

_ Development of standard nomenclature and classification is also 
important for our national defense and for the successful adminis- 
tration of our aid to foreign countries. Preparedness and order 
demand that appropriate tools should be ready for use in a national 
emergency. 


VIL PROPERTY UTILIZATION 


A* The Problem 

To achieve economical and efficient procurement of personal prop- 
erty, the Federal Government must know vdiat is required and where. 
To have accurate 'forecasting of needs, the Government must know 
what it already has on hand not only in depot and stores stock but also 
at points of use ; where the property is physically located ; and whether 
it is being fully utilized. 

Effective property utilization is not only necessary to curtail ex- 
penditures of public funds for new equipment by one part of the Gov- 
ernment wdien used equipment is available by transfer from some other 
branch of the Government ; but is also an imi^ortant link in the chain 
of supply. Criticism is frequently leveled at the Government because 
one branch is in the market to buy material while another arm of the 
Government is in the market to sell the same material or has surpluses 
of such material lying idle. 

Since buying in Government is widely dispersed among its many 
branches and further decentralized by many agencies to field stations 
in all sections of the country, and at some foreign points, the problems 
of coordinating the buying job with an effective Government- wide 
property utilization program is most complex. The problem becomes 
further complicated by rapid fluctuations in operating programs as the 
result of congressional action or for other reasons, the establishment 
of new agencies and the abolition of old ones, national emergencies and 
similar factors. 

The attitude of Government officials toward personal property also 
hinders effective utilization. Each branch of Government invariably 
looks out for its own intei-ests and too often fails to consider itself as 
just one segment of a single organization which must be geared to effi- 
cient and economical operation from an over-all standpoint. The 
agencies, and even bureaus within an agency, look upon property in 
their possession as agency property or bureau property and not Gov- 
ernment property. They do not relish relinquishing that property to 
other parts of the Government even though they cannot prove current 
need for it. 

The point is often convincingly made that theirs is a fluctuating pro- 
gram ; and that if equipment not currently in use is released, they may 
later have need for it which cannot be met with funds appropriated by 
the Congress, All too often, however, these same agencies fail to con- 
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sider the total cost of retaining the excess equipment by ignoring over- 
head charges for storage, depreciation, niaiiitenance and record keep- 
ing; nor do they consider actual needs of others in relation to their own 
conjectural needs. 

Accurate and current statistics on equipment in use throughout the 
Government is completely lacking. Many of its branches have failed 
to maintain inventory records of property. In many cases those that 
do maintain property records have not reconciled these records with 
physical inventories in years. It is simply impossible to gather reliable 
figures on quantity and dollar value of personal property in use. 

The Bureau of the Budget has just recently been fairly successful in 
securing data on the number and kind of automotive vehicles in use 
throughout the Government. As of June 30, 1947, the civilian agen- 
cies only reported a total of 72,204 vehicles within the continental lim- 
its of the United States. Complete figures were not submitted by the 
military services; but the Bureau estimates that automotive vehicles 
in the Government as a whole now total approximately 1,000,000. It 
is quite apparent that effective utilization of this one type of property 
alone presents a management problem unequaled in private industry 
and almost beyond comprehension of the average individual. 

The magnitude and complexity of the problem is further illustrated 
by the expenditure of more than $6,000,000,000 annually by the Federal 
Government for supplies, materials, and equipment, as shown in the 
introductory pages of this report. Expenditures for supplies and 
equipment are still on the upgrade, as they have been for years. 
Government spending on this huge scale should not be allowed to con- 
tinue without more effective control for full utilization of property 
already owned. 


B. Findings and Discussion 

Over the years, agency management generally has devoted far too 
little attention to effecting needed economies through maximum use 
of personal property. Ho central authority at the present time pre- 
scribes Government- wide policies, procedures, and systems. Each 
department and independent establishment devises its own system 
and procedures. Consequently, there is a wide variety of property 
controls. Some agencies maintain no property controls of any kind, 
and numerous agencies have not inventoried their property in years. 
Agencies generally fall into two extremes : either they have no records 
and ignore the subject of property control entirely ; or else they have 
excessive and costly record systems which emphasize personal accounta- 
bility alone and which are not adapted to assisting management secure 
full utilization. 
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Excess, surplus, or obsolete items are not promptlj^ disposed of , which 
results in unnecessary storage and handling costs. This is attributed 
in part to recalcitrance of the agencies to declare their surpluses, when 
experience has indicated that the central disposal agency may not act 
on their declarations for unconscionable periods of time. It is due 
principally, however, to the indifferent attitude of agency officials and 
the failure of agency management to enforce inspection for excess 
stocks. Invariably Government officials fail to consider goods on 
hand in relation to needs and will pile up excess upon excess unless 
kept to the minimum by higher authority inspection and audit of their 
equipment needs. The consistent upswing in buying at the end of 
the fiscal year is another indication that buying in Government gener- 
ally is based upon the availability of funds rather than careful plan- 
ning of needs. Until agency management recognizes the need for 
better planning and some means is developed to disgorge excesses, 
there can be no real utilization program in the Federal Government. 

The transfer of Government px^operty between its branches at ap- 
praised value or fair value has a tendency to freeze transfers and is 
not conducive to effective utilization. On the other hand, transfers 
without charge would undoubtedly contribute to the accumulation of 
excesses by the operating units unless there is proper inspection by 
agency management and especially by some central control. 

Office furniture is subject to excessive wear and tear from frequent 
and numerous moves within and between public buildings. Not only 
does office furniture greatty deteriorate as the result of these frequent 
moves; but the moving costs alone far offset the advantages (if there 
are any) to the age-old custom and practice of each branch considering 
itself as the owner of the property in its custody. 

It is believed that property utilization as an organizational function 
does not present the same problem in the military services as in the 
civilian agencies. The military services, by reason of the nature of 
their operations and responsibilities, presGribe standard allowances to 
which each organizational unit pui'portedly is held by a system of 
reports and by periodic inspection. Most civilian agencies, however^ 
generally determine the requirements of their operating units on 
current individual unit needs and not by the fixing of standard allow- 
ances. Furtlier, the military distributes the bulk of its equipment 
through supply depots and usable excess at organizational levels can 
be retuxmed to depot stocks for reissue. Most civilian establishments, 
on the other hand, fulfill their equipment needs by individual purchases 
with direct delivery from the vendor to the particular requisitioning 
unit which becomes the owner in fee simple and from which it can 
be pried loose only with great effort. The very nature and functions 
of military supply as distinguished from civilian supply dictate the 
need for vastly different logistics organization. The effectiveness of 
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the property utilization function for the military services, however, 
is dependent upon the fixing of allowances at proper levels and also 
upon the efficiency of the stock control systems employed. As indi- 
cated under the Storage and Issue section of this report, these systems 
cannot be fully effective and economical until the independently 
operated supply activities of the various branches of the military 
services are brought under central control and more closely unified. 

Although the problem of property utilization as a function does not 
appear as pressing in the military services as it does in the civilian 
agencies, there is dire need for a standard cataloging system to simplify 
utilization and for closer coordination between the several departments 
of the National Military Establishment and with the executive de- 
partments and independent establishments to promote greater utiliza- 
tion of personal property within the Government as a whole. 

There is a lack of centralized repair and maintenance shops serving 
the Government as a whole. The Bureau of F ederal Supply, Treasury 
Department, operates central typewriter, furniture, and automotive 
repair shops in the District of Columbia. However, they are central 
shops in name only. Plagued with space shoidages and inadequacy 
of operating capital these shops have not been in a position to render 
complete service to all potential customers. Consequently, many 
agencies operate their own shops or use commercial service facilities. 
There is no consistency in the pattern; some agencies rely wholly on 
the Bureau of Federal Supply shops and are completely satisfied with 
the service and charges made. Others complain that prices charged 
are too high and that service is inadequate in justification of their own 
shops or purchases of service from commercial sources. In the field, 
the Bureau of the Budget has been successful in consolidating a num- 
ber of automotive and equipment repair shops in the same city or area 
with that agency facility best equipped to act as the central equipment 
shop. The Bureau of the Budget is continuing its efforts to minimize 
duplicate repair and maintenance shops. It should be encouraged 
to continue this program, so significant from the economy standpoint, 
and should have adequate funds to expand its cuiTent efforts. 


C. Recommendation 

Responsibility for effective utilization and the orderly and economi- 
cal disposal of surplus personal property should be vested in the Cen- 
tral Supply Organization to the same degree and extent that it is 
charged with other aipply responsibilities. The Central Supply 
Organization should prescribe policies, rules and regulations, and 
develop a standard system or systems for effective property utilization 
to be operated within the civilian agencies. It should see that the 
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agencies conform to these standards ; and that property functions are 
administered on an economical basis through its continuing surveys 
of supply operations. , 

Transfers of property between agency appropriations and between 
agencies should be without charge; except that property rehabilitated 
and redistributed through the Central Supply Organization should 
be at the cost of repairs and handling, based upon a fixed and fair 
average of the costs thereof which would be computed by the Central 
Supply Organization in the same manner that it averages the costs 
of new stock items. Transfers between agency appropriations and 
between agencies should be reported to the Bureau of the Budget and 
to the Congress as directed by the Bureau and Congi'ess, respectively. 

The heads of departments and establishments should be charged 
with the responsibility of maintaining accurate and current inventory 
records; for continuously surveying property on hand in the light of 
existing or reasonably anticipated needs ; and for promptly disposing 
of property excess to their needs. Physical inventories of property 
in use should be taken at least biennially and reconciled with the 
equipment record accounts. The Central Supply Organization should, 
as one phase of its continuing surveys, inspect for unwarranted 
accumulations of excess and report its findings to the head of the 
agency and, after appropriate hearings with the agency, to the Bureau 
•of the Budget. 

The property utilization function should be a part of the supply 
organization in each agency and should be closely coordinated on 
policies with the budget and planning groups. Purchase requisitions 
should clear the agency property unit; and requisitions calling for 
equipment listed as controlled by the Central Supply Organization 
should be further cleared with that organization by the agencies 
before proceeding with purchase from commercial sources. 

Civilian agencies carrying on extensive field operations should 
organize their property utilization functions on an area basis to that 
needs in a given area may be matched with excesses in that area to 
effect the greatest possible utilization with the minimum of paper 
work and shipping costs. It might in time be advisable to establish 
area offices of the Central Supply Organization to supplement or sup- 
plant the agency area property offices ; however, the pi^acticability and 
economy of this plan should be determined after appraisal of the 
agencies’ area property offices over a sufficient trial period. 

The Munitions Board should have authority to determine rules 
and regulations for a standard system of military property utilization 
on an interdepartmental basis comparable to the authority of the 
Central Supply Organization for the civilian establishments. The 
■Central Suppler Organization should administer military surpluses 
in the same manner that it does for the civilian branches. 


Insofar as possible, office furniture shonld remain iir Gove 
biuldings and should not be moved with each shift of personnel from 
office to office and from building to building. To accomplish that goal 
each executive agency which is responsible for the maintenance, opera- 
tion, and inanagement of the space in buildings occupied by the Gov- 
ernment should also be the custodian agency for the office furniture in 
such buildings. The Secretary of the Treasury, the Postmaster Gen- 
eral, the Secretary of Defense, and the Administrator, Federal Works 
Agency should therefore, be named custodians of the furniture within 
the buildings under their respective jurisdiction. 

The Bureau of the Budget should continue and redouble its efforts 
to eliminate overlapping and duplicative repair and maintenance 
facilities. 

D. Acliievements Anticipated 

There has long been a need for a more efficient and businesslike 
system of personal property management in the Federal Government. 
The integi'ation and centralization of policy control over procurement, 
utilization and disposal of property into one central agency is the 
first step in that direction. This step alone should provide an essential 
coordination of these functions, which has heretofore been lacking. 

Proper development and standardization of property utilization 
policies, rules, regulations, procedures and systems by a central agency 
should eliminate wasteful practices, reduce operating overhead, 
simplify procedures, minimize paper work and otherwise provide for 
improved administration. 

Kequiring constant surveillance by each agency of property in its 
custody, and vesting authority in a central agency to make surveys 
of such property and management practice in respect thereto, will, if 
efficiently administered, provide for maximum utilization of property 
already owned by the Government and will confine the purchasing of 
new equipment to actual needs. 

Designating the heads of those executive agencies responsible for 
the maintenance, operation and management of the space occupied by 
the Government as custodians of office furniture in such buildings, and 
discontinuing the practice of moving furniture with personnel, should 
result not only in great savings in the expense of such moves but will 
also prolong the life of the personal property involved. It should 
also achieve a greater degree of utilization through elimination in each 
agency of stockpiling of office furniture beyond necessary reserves 
which has always been a problem in the past and is currently one of a 
pressing nature. 


106 


VIII. OUTLINE OF RECOMMENDED 
LEGISLATION 


A. Enactment 

Personal Property Management Act^ 

Section 1. Statement op Purpose: It should be stated that it is 
the intent of Congress, in enacting this legislation, to provide for the 
Government an economic and efficient system for (a) the procurement 
and supply of personal property and nonpersonal services; (b) the 
utilization of available property; and (c) the disposal of surplus 
property. 

Sec. 2. Definitions : The following terms should be defined : 

(a) Agency (to include legislative, judicial, and civilian executive branches 
and Government-owned corporations); (b) personal property; (c) excess per- 
sonal property ; (d) surplus personal property ; (e) care and bandling; (f) pei*- 
son; (g) noni3ersonal contractual services; (h) supply; and (i) assignments. 

Sec. 3. There should be, in the Executive Office of the President, 
a Central Supply Organization,^ at the head of which should be a 
Director appointed by the Assistant to the President, without regard 
to the civil service and classification laws and solely on the basis of 
professional competence and experience and who should receive a 
salary of $20,000 per year. 

Sec. 4. The Central Supply Organization should have a purchase 
and stores division, a traffic management division, a property utiliza- 
tion division, a standards division and such other divisions as may 
be found necessary. 

There should be, at the head of each division, an Assistant Director, 
who sliould be appointed by the Director without regard to the civil 
service and classification laws and solely on the basis of professional 
competence and experience and who should each receive a salary of 
$17,500 per year. Provisions should also be made, in the traffic man- 

^ It is suggested that the Congress take into consideration the need for comprehensive 
legislation also on the management of the Government’s real i)roperty, which would involve 
space allocation, custody of furniture and office equipment, and maintenance of public 
buildings ; telephone, telegraph, and other communication services ; and shops and other 
facilities for repair and maintenance of personal property. These important subjects were 
outside the scope of the Federal supply project ; but are closely interwoven with the supply 
function and are of extreme importance from the standpoint of efficiency and economy in 
administration. 

2 The name “Central Supply Organization” is used here only because it seems best 
descriptive of the scope of authority and of the responsibilities of the recommended agency. 


agement divisioiij for a division counsel and assistant division counsel 
similarly appointed and experienced in transportation law and in 
practice before regulatory bodies. The Director should also be au- 
thorized to employ experts under the provisions of section 15 of the 
act of August 2, 1946 (5 U. S. 0., sec. 55a), 

Sue. 5. (a) The Federal Specifications Board should be continued. 
The members of the Board should be appointed by the Assistant to 
the President, and should include representatives of the civilian agen- 
cies as recommended by the Director of the Central Supply Organiza- 
tion, and of the military agencies as recommended by the i^Iunitions 
Board. The Board should have responsibility for the preparation, 
revision, and adoption of Federal standard specifications. The speci- 
fications should be promulgated by the Assistant to the President 
and their use made mandatory for alt agencies, except in emergencies. 

(b) There should be created a Federal Commodity Catalog Board. 
Its members should be appointed by the Assistant to the President and 
should include representatives of the civilian agencies as recommended 
by the Director of the Central Supply Organization, and of the mili- 
tary agencies as recommended by the Munitions Board. It should be 
authorized to develop and maintain, for promulgation by the Assistant 
to the President, the Federal Commodity Catalog, identifying, classi- 
fying, describing, and numbering all items of personal property used 
by the Government ; and to develop rules and regulations, for promul- 
gation by the Assistant to the President, making the use of the catalog 
mandatory in the supply system of both civilian and military agencies 
of the Government. 

(c) The Central Supply Organization should provide the Federal 
Specifications Board and the Federal Commodity Catalog Board with 
the necessary secretariat, facilities, and such other assistance as they 
may require, and should distribute copies of Federal specifications, 
and catalog data. 

Sec. 6. The Central Supply Organization should have authority as 
follows: 

a. General 

1. To fix policies and procedures, and to promulgate rules and 
regulations concerning the function of supply, including purchase, 
storage and issue, inspection, utilization, and disposal of Federal per- 
sonal property in the legislative, judicial, and civilian executive 
branches of the Government, including Government-owned 
corporations. 

2. To make surveys and investigations on all aspects of the sup- 
ply function in all agencies of the Government and to determine 
compliance with its policies, rules, and regulations. 


3. To establisli and maintain headquarters, branch offices, store- 
houses, and other necessary facilities in the District of Golimibia and 
elsewhere in the United States and to require their use by the civilian 
agencies. 

4. To assign functions within the field of supply to its subdivisions 
and to other civilian agencies. 

5. To require the maintenance by all civilian agencies of accurate 
records of operating costs, including administrative and supervisory 
costs for all supply operations, based upon standards prescribed 
by the Treasury Department. 

6. To coordinate the supply activities of the civilian agencies with 
those of the military through the Munitions Board. 

7. To consult with and assist the Civil Service Commission in the 
development of standards for professional and technical personnel in 
the supply field. 

8. To cooperate with the Bureau of the Budget in the preparation 
of standard purchasing and contracting forms for promulgation as 
standards by the Assistant to the President. 

9. The powers and duties now im]3osed on the Bureau of Federal 
Supply, Treasury Department, by section 1 of Executive Order No. 
6166 of June 10, 1933, and by other statutes, Executive orders and 
regulations, should be transferred to the Central Supply Organiza- 
tion ; the records and property, including balances of appropriations, 
now in the custody of the Bureau of Federal Supply, should be simi- 
larly transferred ; and the Director of the Central Supply Organiza- 
tion should be authorized, wfithin his sole discretion, to transfer from 
the Bureau of Federal Supply, such of the personnel as he may find 
useful and necessary in staffing the Central Supply Organization. 

5. Pivrchming 

1. To have functional control over all purchases by civilian Execu- 
tive agencies and by agencies of the legislative and judicial branches, 
including Government-owned corporations, except purchases by such 
corporations for resale, for price support or subsidy payments, or pur- 
chases of strategic and critical materials for the national stock pile. 

2. To prescribe policies and procedures, and to promulgate rules and 
regulations concerning purchases by the civilian agencies of the Gov- 
ernment and to cooperate with the Munitions Board in the formula- 
tion of uniform procurement policies, methods, and procedures with 
respect to purchasing throughout the Government. 

3. To make, and to rescind or change, purchase assignments among 
civilian agencies and, in cooperation with the Munitions Board, to 
develop, for the approval of the Assistant to the President, single 
purchase assignments of items common to the use of both military and 
civilian agencies. 


4. To make such purchases as it deems expedient for all civilian 
agencies of the Government. 

5. To require agencies to submit requisitions for their requirements, 
in such form, at such times and for such interim periods as it may 
prescribe, 

6. To prepare and award Federal supply schedules and to make their 
use mandatory by all agencies both in Washington and in the field. 

7. To establish policies and procedures and make rules and regula- 
tions for purchasing by the civilian agencies under the Armed Serv- 
ices (Federal) Procurement Act, as extended to them. 

8. To prescribe rules and regulations for collecting and maintaining 
information on the responsibility or irresponsibility of bidders, and 
for disseminating such information throughout the Government. 

9. To make purchase analyses, and surveys and studies of purchas- 
ing’ practices in all agencies and to maintain essential statistical data, 

10. To make purchases of, and to distribute, standard printed forms 
and blank books manufactured by the Government Printing Office; 
prison-made and blind-made products; and any other products of 
Government agencies. 

Storage and Issue 

1. To exercise functional control over all storage and issue activities ; 
to make surveys and studies in all agencies ; and to prescribe rules and 
regulations concerning stocking levels and other operations of storage 
facilities of civilian agencies. 

2. To establish and maintain central and regional storehouses and 
to designate the functions which they shall perform. 

3. To require agencies to submit requisitions for their requirements 
in stock items, in such form, at such times and for such future periods 
as it may prescribe. 

4. To make, and to rescind or change, storage assignments among 
civilian agencies and, in cooperation with the Munitions Board, to 
develop, for approval by the Assistant to the President, single storage 
assignments of items common to the use of both military and civilian 
agencies. 

5. To merge, consolidate, or liquidate any storage facilities ox)erated 
by a civilian agency which it finds, after investigation, to be necessary, 

* 6. To require agencies to make advance allocations of funds for the 

purchase of supplies from storage and to account monthly for such 
advances. 

7. To have a revolving fund amounting to at least $50,000,000, for 
financing its storage and issue operations, and also for financing pur- 
chases on a seasonal basis of common use items for direct delivery to 
civilian agencies. 
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d. TmfjiG Management 

1. To exercise functional control over traffic management for all 
military and civilian agencies so that the Government shall obtain 
the most efficient transportation of its property at the lowest possible 
costs. 

2. To maintain liaison in traffic management matters with supply 
units throughout the Government ; to conduct continuing research on 
Government transportation costs; to advise purchasing units on traffic 
problems ; to prepare and maintain classification and routing guides^ 
to control routing of Government shipments other than military ship- 
ments ; to examine carriers' bills to the extent necessary to control over- 
charges and excess payments and to obtain needed traffic data; to 
provide for equitable distribution of the traffic of civilian agencies; 
and, under orders promulgated by the Assistant to the President, to 
represent all agencies of the Government in negotiating special quota- 
tions and changes in carriers’ tariffs, and in proceedings before trans- 
portation rate-making and regulatory bodies. 

3. To prescribe rules and regulations governing shipping methods 
and procedures, packaging methods, and uniform shipping documents 
and contracts for the civilian agencies. 

e. Standards 

1. To develop, for the approval of the Federal Specifications Board 
and for promulgation by the Assistant to the President, standard 
specifications common to the needs of both military and civilian 
agencies and rules and regulations making mandatory their use by all 
agencies, except in emergencies. . 

2. To establish and maintain master lists of ‘‘^qualified products” and 
to make rules and regulations covering their use by civilian agencies. 

3. To prescribe rules and regulations covering inspection or testing 
of commodities purchased either by itself or by any other civilian 
agency of the Goveriimeiit ; to make, and to rescind or change, inspec- 
tion or testing assignments among civilian agencies; and, in coopera- 
tion with the Munitions Board, to develop, for approval by the As- 
sistant to the President, single inspection or testing assignments for 
items common to the use of both military and civilian agencies. 

4. To develop and maintain, for approval by the F ederal Commodity 
Catalog Board and for promulgation by the Assistant to the Presi- 
dent, a Federal commodity catalog covering all items used by both 
military and civilian agencies; and to develop, for approval by the 
Federal Commodity Catalog Board and for promulgation by the 
Assistant to the President, rules and regulations making mandatory 
the use of such catalog, and the names, description and identification 
numbers therein, by all agencies of the Government in all their supply 
operations. 
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f, Froferty Utilization 

1. To prescribe policies, rules, and regulations for effective property 
utilization within the civilian agencies and to make all necessary 
surveys in connection therewith. 

2. To direct the transfer of property, which it finds to be excess to 
the needs of any civilian agency, to itself for disposal or to any other 
agency for use, without reimbursement but with a charge for care, 
handling, and rehabilitation, and to report all such transfers to the 
Bureau of the Budget and to the Congress. 

3. To prescribe rules and regulations for the exchange, sale or trade- 
in of any property owned by the United States in connection with the 
purchase of other articles of a similar nature. 

4. To prescribe rules and regulations for the disposal by itself of 
any Government personal property declared or found to be surplus 
within the continental United States, whether from military or civilian 
agencies; j^o make, and to rescind or change, disposal assignments 
among other military or civilian agencies; or to repair or recondition 
such property for issue to any agency, and to deposit the net p>roceeds 
of its own disposal transactions to miscellaneous receipts of the 
Treasury. 

B. Amendments 

1. The National Securitt Act or 1947 

The National Security Act should be amended to provide that the 
Secretary of Defense shall have power, and may authorize or direct 
the Munitions Board : ® 

a. To make assignments of functions of procurement, storage, and 
issue, specification development, inspection, testing, cataloging, and 
transfer, exchange, sale, or trade-in of personal property among the 
military agencies and to eliminate overlapping facilities. 

5. To prepare plans for his approval covering necessary changes 
in the departoental structure of the Army, Navy, and Air Force, to 
achieve simplification and coordination in supply organization and 
staff. 

c. To integrate and unify policies, rules and regulations, stand- 
ard forms and procedures with respect to procurement, storage and 
issue, traffic operations, inspection, testing, specifications, property 
identification, and property transfer and utilization. 

d. To formulate policies and coordinate activities within the Na- 


^ It is recommended also that the name of the Munitions Board be changed, perhaps to 
^‘Mobilization and Logistics Boards’' to reflect more accurately its present, and proposed 
additional functions. 


tioiial Military Establishment with respect to the routing of military 
traffic, and to coordinate with the Central Supply Organization on 
all traffic management matters. 

e. To make surveys of property in the military agencies and to 
provide, by regulations, for transfers of excess property in any such 
agency to any other for use. 

/. To cooperate with the Central Supply Organization in the 
development of plans, policies, regulations, and single assignments for 
the purchase, storage and issue, inspection and testing of items com- 
mon to the use of both military and civilian agencies ; in the develop- 
ment of Federal specifications through the Federal Specifications 
Board; in the development and maintenance of the Federal Com- 
modity Catalog through the Federal Commodity Catalog Board; and 
in the development of Government-wide standard systems for pi^operty 
utilization and disposal. 

g. To formulate plans for the integration of the supply system of 
the Marine Corps with that of the Navy ; and for the coordination of 
the supply system of the Coast Guard with that of the Navy. 

A. To include the Coast Guard in the development of joint military 
specifications. 

L To prepare a catalog of all commodities used by the National 
Military Establishment and to make the use of such catalog manda- 
tory in all supply operations of all military agencies. 

2. The Armed Seevices Procueemekt- Act 

The Armed Services Procurement Act should be amended : 

a. To change its name to the Federal Procurement Act and to 
make it applicable to the civilian agencies under rules and regula- 
tions to be prescribed by the Central Supply Organization. 

&. To permit, in cases where bids are received for parts of require- 
ments, the acceptance of reasonable bids, the rejection of unreasonable 
bids and negotiation for the balance of the requirements ; and to elimi- 
nate the provision (sec. 2 (c) (15) (B) ) that the negotiated price shall 
be less than the lowest bid price. 

G. To authorize the purchase of nonperishable subsistence by ne- 
gotiation (by striking out, in sec. 2' (c) (4), the word “perishable’’). 

d. To increase to $100,000 the value of experimental and develop- 
mental contracts which may be awarded without the specific ap- 
proval of the assistant secretary of the department involved (sec. 7b) . 

. 3. ■Misceelakegijs . ■■ : 

a, Kevised Statutes, section 236, as amended by section 305 of the 
Budget and Accounting Act of 1921 (31 U. S. G., sec. 71), should be 
amended to provide that, except in cases of fraud or embezzlement, the 
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accounts of certifying officers shall be credited for every expenditure 
made on behalf of the Government; and that the Comptroller General, 
in cases where he believes expenditures have been incurred not in 
accordance with law, shall report the facts thereof to the Congress 
ill a manner similar to that provided by the Government Corporation 
Control Act. 

5. Revised Statutes, section 197 (5 U. S. C., sec. 109), should be 
amended to include the head of each department or executive agency 
and to provide that the required continuous inventory of persoiiai 
property should be reconciled at least biennially by physical inven- 
tories. Heads of agencies should, in the same section, be made re- 
sponsible for making a continuous survey of property in their respec- 
tive custody in the light of estimated reasonable needs, and for the 
prompt disposition of excess property in accordance wdth regulations 
of the Central Supply Organization or of the Munitions Board. 

u. Section 23 of the act of January 12, 1895 (44 U. S. G., sec. 117), 
should be amended by deleting therefrom the final words ^‘for printing 
and binding.” (Tlie elimination of this phrase would enable the 
agencies to purchase standard and other forms, stationery and en- 
velopes out of their more flexible appropriations for ‘^supplies,” rather 
than from appropriations for “printing and binding.”) 

d. The act of June 26, 1912 (5 U. S. G., sec. 83), should be amended 
to the extent of permitting members of agency supply units, of the 
Munitions Board and of the Central Supply Organization to belong 
to, and attend meetings, at Government expense, of standardizing and 
professional bodies. 

e. Section 1 of the act of June 28, 1944 (39 U. S. C., sec. 321c), 
should be amended by striking out the words “procured or.” (The 
removal of these words from the penalty mail statute would free the 
agencies from the obligation to purchase mailing envelopes and 
wrappers from the Postmaster General and enable them to be pur- 
chased by the Central Supply Organization or by any agency to which 
a “pui'chase assignment” is made. ) 

/. Section 18 of the act of January 12, 1895 (44 U. S. C., sec. 33) , 
setting forth the duties of the Public Printer, should be amended by 
striking out the words purchase all materials and machinery which 
may be necessary for the Government Printing Office.” 

g. Section 22 of the act of January 12, 1895 (44 U. S. C., sec. 35), 
should be amended by striking out the words “the quantity and cost 
of all paper purchased for the same; a detailed statement of all pro- 
posals and contracts entered into for the purchase of paper.” (This 
amendment would limit the report of the Public Printer to a state- 
ment of the condition, quantity, and cost of printing, binding, and 
engraving, the cost of the materials purchased by him and other 
details of his establishment.) 
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h. Section 2 of the act of February 27, 1929 (41 U. S. C., sec, 7b), 
choiiH be amended by striking therefrom the following words in the 
second sentence: ^‘including breakage, shrinkage, transportation, cost 
of haiidlmg by the Treasury Department, and inspection.” (These 
words provide authority for the surcharge system in both purchase 
and stores transactions.) 


C. Repeals 

The following statutes should be repealed : 

1. Relating to the Government Printing Office 

a. Purchase of paper: Sections 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 16, and 26 of tiie 
act of January 12, 1895, as amended (44 U. S. C., secs. 5, 6, 7, 8, 9, 10, 11, 12, 13, 
14, 16, and 36) . 

&. Disposal of material: Sections 21 and 29 of the act of January 12, 1895, 
as amended (44 U. S. 0., secs. 56 and 57) : and section 3 of the act of July 9, 1919 
■(44 U. S. C., sec. 59). 

c. Purchase of paper, envelopes, hlauJc books, and forms: Section 1 of the 
act of June 28, 1902 (44 U. S. C., sec. 227) ; and section 1 of the act of June 7, 
1924 <44 U. S. C., sec. 225). 

d. Purchase of inks, glues, and supplies: Section 1 of the act of June 30, 1932 
(44 U. S. a, sec. 62). 

2. Authorizing exchange or trade-in of specific types of property in 

part payment for or in connection with purchase of new 

а. All departments: Act of March 4, 1915 (41 U. S. O,, sec. 26) ; act of June 
5, 1920 ( 41 U. S. (h, sec. 27) ; and act of April 15, 1937 (5 U. S. C., see. llSd). 

б. Department of Agriculture: Act of August 10, 1912 (5 U. S. 0., sec. 545) ; 
act of August 10, 1912 (7 U. S. C., sec. 392) ; act of June 30, 1914 (5 U. S. C., sec. 
546) ; and act of March 4, 1915 (5 U. S. C., sec. 548) . 

e. Departmefit of the Army: Act of March 4, 1915 (10 U. S. C., see. 1273) ; 
act of August 29, 1916 (10 XJ. S. O., sec. 1271) ; act of May 12, 1917 (10 U. S. C., 
sec. 1272) ; and act of May 11, 1939 (10 U. S. G., sec. 1271a). 

d. Federal Security Agency: Act of August 1, 1914 (24 U. S. C., sec. 173) ; 
and act of June 12, 1917 (24 U. S. 0., sec. 174). 

€, Department of the Inferior: Act of March 2, 1917 (5 U. S. C., sec. 494) ; 
iind act of January 24, 1923 (16 XJ. S. C., sec. 9). 

f. Interstate Commerce Commission: Act of August 1, 1914 (49 XJ. S, O., 
sec, 58). 

g. Department of the Pfavy: Act of August 22, 1912 (34 U. S. C., see. 531a) ; 
act of August 29, 1916 (34 U. S. C., sec. 532) ; act of March 4, 1917 (34 U. S. G., 
sec, 723) : and act of June 6, 1941 (34 U. S. G., sec. 532a) . 

h. Smithsonian Institution: Act of March 3, 1915 (24 XJ. S. O., see. 66). 

/. Treasury Department : Act of July 19, 1919 (40 XJ. S. C., see. 118) ; and 
act of June 6, 1941 (14 U. S. G., sec. 31b), 
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8. Special fufehme p'^ovisiom 

a. By Congress: Statutes, sections 65, 66, 67, 68, and 69 (2 U. S. 0., 

s(^cs. 106, 107, 108, and 109), authorizing the Secretary of the Senate and the Gl^'k 
of the House of Representatives to purchase stationery ; section 1 of the act of 
March 3, 1887 (2 IT. S. 0., see. 112), relating to the purchase of stationery and 
materials for folding ; and section 1 of the act of June 5, 1920 (2 U. S, 0., secs.- 110, 
111), relating to the purchase of paper, envelopes, blank books and supplies for 
resale to Members, 

5. By the Postmaster General: Act of June 26, 1906 (39 U. S. 0., sec. 355), 
requiring him to contract for all envelopes, stamped and otherwise, for the use of 
all departments ; and section 3 of the act of April 28, 1904 (5 U. S. C., see. 366), 
providing for the appointment by the President of a purchasing agent for the 
Post Office Department. 

4. Disposal of surplus property 

There should be wholesale repeal of the statutes governing the dis- 
posal of the surplus personal property. Nearly 400 are listed in Public 
Affairs Bulletin No. 29 of the Library of Congress, entitled ^‘Disposal 
of Government-Owned Personal Property,” of April 1944. (See also 
the summary listing of such statutes in the section on Statutory 
Changes Eequired of the Detailed Eeport on Property Utilization.) 

5. Miscellaneous 

a. Relating to advertising: Act of June 20, 1878 (44 U. S. C., sec. 322) requir- 
ing a sworn statement from the publisher that the rates charged the Government 
are no greater than the commercial rates charged to private individuals. 

h. Maximum term for supply contracts: Section 3732 of the Revised Statutes 
(41 U .S. 0., sec. 13), limiting supply contracts to 1 year from the making thereof.. 
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Letter of Transmittal 


WASHIIs^GTON, D. C. 

IB January 19 IJ). 

Dear Sirs: In accordance with Public Law 162, approved July t, 
1947, the Commission on Organization of the Executive Branch of 
the Government has undertaken an examination into the operation 
and organization of the executive functions and activities. In this 
examination it has had the assistance of various task forces which 
have made studies of particular segments of the Government. Here- 
with, it submits to the Congress a study prepared for the Commis- 
sion’s consideration of the Eole of Records Management in the Fed- 
eral Government. 

The study of each task force naturally is made from its own par- 
ticular angle. The Commission, in working out a pattern for the 
Executive Branch as a whole, has not accepted all of the recommenda- 
tions of the task forces. Furthermore, the Connnission, in its own 
reports, has not discussed all the recommendations of an adminis- 
trative nature although they may be of importance to the oiBcials 
concerned. 

The Commission’s own report on records management is submitted 
to the Congress separately as part of the volume of its report titled 
^‘Executive Services.” 

The Commission wishes to express its appreciation to the I7ational 
Records Management Council, its executive director, Emmett J. Leahy 
who wrote the report as a whole, and to Robert H. Bahiner, Herbert 
E. Angel, Edward B, Wilber, and Frank M. Root, for the prepara- 
tion of this task force study. 

Faithfully, 



The Honorable 

The President of The Senate 

The Honorable 

The Speaker of The Home of Representatwea 



Table of Contents 


■ ■■ , Page.' 

L Introduction. • . . . . . . . ........... 1 

IL General Recommendations .............. 7 

III. Detailed Recommendations . . . 8 

IV. Suf porting Statements jor All Recommendations 13 

V. Summary of Anticipated Economics and Improvements . . 39 

Appendices 41 

Charts 

1. Total Cubic Feet of Federal Eecords (1930-1948) . . . • 3 

IL Yearly Savings of Contents of One File Cabinet . . • , 16 

III. Kesults of Records Screening in Five Naval Records Man- 

agement Centers ..... 18 

IV. Cubic Feet of Records in Selected Records Centers ... 22 

V. Management and Disposal of Army and Air Force Records 37 



RECORDS MANAGEMENT 


I. INTRODUCTION 


Objectives 

Eecord making and record keeping in tke Federal Government 
represent: 

1. Indispensable tools in the conduct of the Government’s operations. 

2, The greatest consumers of salaries, space, and equipment of all the house- 
keeping activities of the Federal Government 

3, The sum of the recorded obligations of the Federal Government, at home 
and abroad. 

4. An invaluable store of hard earned experience recorded in our national 
effort to sustain a system of democracy and private enterprise. 

The objectives of this report with recommendations are balanced 
accordingly: 

1. To sharpen the efficiency of these management tools. 

2. To eliminate excessive costs in salaries, space,, and equipment. 

3. To safeguard the essential record of our obligations. 

4. To capitalize on our invaluable store of recorded experience. 


Operation of This Task Force 

This is the first time that the Federal Government has undertaken 
a balanced appraisal of its massive record-making and record-keeping 
operations. The Commission on Organization of the Executive Branch 
of the Government and the J[ational Eecords Management Council 
have taken care to insure that its advisors on this project^ whether 
from Government or industry, fully represented tested experience in 
each of the four components of such a balanced appraisal. 

The consultants to the Commission and to the Council reached full 
agreement on the general and detailed recommendations included in 
Parts II and III of this report. The report as a whole was written 
by Emmett J. Leahy. 


1 : 




The consultants to the Commission and the Council, Eobert H. 
Bahmer, Herbert E. Angel, Edward B. Wilber, and Frank M. Eoot, 
were unstinting with their time and experienced counsel. They join 
with Emmett J. Leahy in acknowledging the full support and splendid 
cooperation extended to this task force by Messrs. Sidney A. Mitchell, 
Pearson Winslow, Herber J. Miller, Eobert L. L. McCormick, and 
Henry Luce III of the Commission’s staff. 

Staff assistants to Mr. Leahy, John F. X. Britt, Joan Hawkinson, 
and Helen Miller, were most helpful. 

The cooperation and assistance of many Government officials made 
this report possible. Outstanding in this respect were Wayne C. 
Grover, Archivist of the United States ; Herbert E. Angel, Director of 
Office Methods, Department of the Xavy, and his staff members, 
Everett 0. Alldredge, Paul Bishop, Diana Erseg, and Betty Barnett; 
William 0, Hall, Director of Budget and Planning, Department of 
State; Leonard W. O’Hearn, Director of Administrative Planning, 
Federal Security Agency ; Thurman T. Beach, Chief, Eecords Man- 
agement Branch, Atomic Energy Commission ; and W. E. Eeynolds, 
Commissioner, H. G. Hunter, Assistant Commissioner, and John L. 
Xagle, Deputy Commissioner, Public Buildings Administration. 

Gwilyn A. Price, President, Westinghouse Electric Corp., and Henry 
W. Lynch, General Assistant Comptroller, E. I. duPont de Xemours 
& Co., Inc., gave the task force full cooperation. 


Scope of the Problem 


This study gives ample proof of the fact that record making and 
record keeping are the greatest consumers of salaries, space, and 
equipment of all the housekeeping or service activities of the Federal 
Government. 

Salanes , — In 1940, an estimate was made of 340,000 employees, 
with annual salaries of $680,000,000, engaged in handling records then 
accumulated or being created at that time. A much greater figure 
would apply were employees engaged primarily in record making 
added to these in record keeping. No actual count being available, 
an estimate of over 1 billion dollars is justifiable. Salaries of no other 
housekeeping or service function including Government accounting or 
personnel management remotely approaches this figure. 

Space , — ^Approximately 18,500,000 cubic feet of Federal records 
(see accompanying Chart I, p. 3) occupy more than 18,000,000 square- 
, feet of Federal space. This is equivalent to six Pentagons. Space 
costs are not less than $27,000,000 annually. Actual surveys and offi- 
cial estimates carry this volume of records up to 17,000,000 cubic feet; 
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CHART I 


Total Cubic Feet of Federal Records (1930—1948) 

(The average standard file drawer contains l'^2 cubic feet of 

records) 


Holdings of Selected Federal Records Centers - Actual 


Total other Federal Records - Estimated 


816201 °— 48~2 


18,500,000 cubic feet is a weighted current estimate for the purposes 
of this study. 

Operation and rminterumm , — Space occupied by records is oper- 
ated and maintained consistently at a cost close to the actual rental 
paid. Annual expenditures for this purpose are not less than 
$ 20 , 000 , 000 . 

Kecords in such a quantity are equivalent to 3,080,000 
standard four-drawer filing cabinets costing $154,000,000 at current 
prices. ■ ' . 

Approximately $1,200,000,000 for record making and record keeping 
apportioned over the departments and agencies in Washington and in 
the field have compelled a few departments and agencies to aggres- 
sively attack these excessive costs. In the last decade, programs and 
facilities have been developed with excellent results. Similar pro- 
grams and facilities have been developed in industry. These signifi- 
cant and highly profitable efforts represent management’s first effective 
attempt to reduce excessive costs in record making and record keeping 
horizontally or clear across an agency. Previously, management’s 
efforts were only vertical or following restricted patterns. These in- 
cluded the more or less common procedures control, methods studies, 
organization analysis, job analysis, and work improvement programs. 
The largest single cost factor represented by record making and record 
keeping per se, however, was not provided for as such in these attempts. 

Determining Factors In Modern Records Management 

Apace with industrial progress, there has been a revolutionary 
mechanization, specialization, and duplication in recoi'd making and 
record keeping. As a result, modern records accumulate in admittedly 
fantastic quantities and are maintained only at excessive costs. 

Mechanization of the office began with the introduction of the type- 
writer around 1875. Adding, bookkeeping, calculating, tabulating, 
and recording machines rapidly followed. Mechanization of offices 
is expensive but it saves more expensive labor or gives a better result. 
There is an extensive backlog of improvements and new developments 
in the laboratories of the office machine industry. Further mechaniza- 
tion is assured. Widespread use of this equipment by spectacularly 
expanding public agencies and private enterprise in the United States 
is producing records in quantities wholly unapproached in the past 
and unparalleled abroad. 

Specialization in record making and record keeping has resulted 
from the mighty American drive to get things done faster, cheaper or 
better. Several records wholly comprising a single operation such as 
booM?:eeping in the last century has been divided and subdivided into 


anywhere from a score to hundreds of component records. Countless 
specialized, single purpose records are the result. 

Duplication in record making and record keeping also gets things 
done faster, cheaper or better. Labor and expense limited the clerk 
in the past to one or a few handwritten or press copies of a record. 
Carbon paper was introduced just prior to 1900. The mimeograph, 
photo lithography and chemical processes followed and acknowledge 
little or no limitation on copy making. 

Eecord making and record keeping up to the beginning of this 
century were controlled by simple physical factors. Writing and 
copying by hand or letterpress was slow, laborious and costly ; record 
making therefore was limited. Eecords to be filed were also limited. 
The mechanization, specialization, and duplication in modern record 
making have no comparable controls. Proof follows of the urgent 
need for new controls applicable by modern management. 

This problem is further aggravated by (a) the increasing size and 
(b) the increasing complexity of an enterprise whether it be a Federal 
or county government, a small or large manufacturing company. The 
following data compiled under the auspices of Harvard’s Graduate 
School of Business Administration illustrates this point : 

VakiatiOjSTS m the Approximaiti Percentage of Necessary Eecord- 
Ejeeping Employees to Total Employment 


[Classified by size of company and complexity of production process] 


Size'.' 

Simple 

processes 

1 

Moderately i 
complicated i 
processes 

Complicated 

processes 


Percent 

Percent 

Percent 

50 employees or less 

3 

4J4 


51-100 employees 

4 


7K 

101-200 employees 

m 



201-300 employees 

m 
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A much higher percentage of record keeping employees in larger and 
more complex enterprises is in a sense one of the curses of bigness. 
The Federal Government is, of course, one of the very largest and 
most complex operations. 

The conclusions and resulting recommendations in this report com- 
prise a program which is restricted solely to elements which have been 
tested, approved, and applied by agencies of the Federal Government, 
some State governments, many of the larger corporations, and some 
foreign governments. Bringing these elements together by means of 
detailed recommendations, providing them with the required support 



auu accounLaoiuty, ana wiaenmg tiieir applications are the priiicimi 
contributions of this study. ' ■ 

The recommendation that a Federal Eecords Administration be 
established provides the only practical and operationally sound oro'an- 
ization to (1) consolidate and reduce the records centers now in exist- 
ence at the same time broadening their services to assist all depart- 
ments^ and agencies; (2) coordinate the management of the m-eat 
quantities of records in Federal records centers with the objectives 
and requirements of the National Archives; (3) develop and sponser 
a Government-wide program for improvements and economies in 
records management as the agency best equipped and most concerned 
in the development of such a program. 



II. GENERAL RECOMMENDATIONS 


A. That a Federal Kecords Administration be established, and that 
the existing National Archives establishment become an integral part 
thereof. 

B. That a law to be cited as the “Federal Kecords Management Act 
of 1949” be enacted to provide for the creation, preservation, manage- 
ment, and disposal of records of the United States Government. 

C. That a minimum program for records management be required 
ill each department and agency of the United States Government. 


IIL DETAILED RECOMMENDATIONS 


Central Agency 

A. That a Federal Records AdmihistraUon be established and that 
the existing National Archims Establishment become an integral fart 
thereof, 

1. That the Federal Eecords Administration establish and operate 
Federal records centers in Washington and in the field for the storage, 
servicing, security, and screening of all Federal records which must 
be preserved for a time but need not be retained in office equipment 
and space. It is recommended that this be accomplished by : 

a. Transferring records centers selected from among tUe more than 100 now 
operated by individual departments and agencies to the Federal Records Admin- 
istration by negotiations with the departments and agencies concerned. 

1. Operating records centers so transferred and centers otherwise provided 
to service all departments and agencies. 

a Effecting a consolidation and a reduction of existing and rapidly increasing 
duplication in records center facilities. 

d. Adapting as records centers, selected surplus war plants or some of the 
100 war plants which have been placed in the industrial reserve and are now 
under the jurisdiction of the Public Buildings Administration. 

e. The construction or procurement of such other records centers as may be 
authorized from time to time by the Congress. 

/. Selecting all centers by location and size to insure (1) continued decentral- 
ization of B'ederal records in the interest of eflBicient servicing and use of records ; 
and (2) dispersal of vital records in the interest of national security. 

2. That the Federal Eecords Administration evolve and promote 
Government“Wide improvements and economies in records manage- 
ment through : 

a. Standards and controls for record making and record keeping, selective 
records preservation, scheduled records disposal, and transfer of records to 
records centers. 

h. Discriminating application of tested methods, practices, materials, equip- 
ment, and machines to record making and record keeping. 

c. Authorization by law to inspect Federal records and to require reports as 
to their management. 

d. Training programs directed at improving the effectiveness and the tech- 
nical knowledge of personnel assigned to record making and record keeping. 


6. Standards and controls for physical, legal, and security safeguards of all 
Federal records. 

3. That the F ederal Eecords Administration make special provisions 
for preserving, studying, and servicing Federal records having per- 
manent value and historical interest by : 

a-. Continuing the National Archives as an integral and vital part of the 
Administration. 

&. Continuing to maintain for this purpose an adequate professional staff 
of trained archivists. 

c. Placing such records and the professional staff under the general direction 
of an outstanding archivist selected in accordance with Civil Service Eegula- 
tions on the basis of his professional attainments in a highly specialized field. 


Legislative Action 

B. That a law to he cited as the ^^Fedeml Records Management Act 
of he enacted to provide for the creation^ preservation^ manage- 
ment^ and disposal of records of the United States Government. 

1. That when used in this act the word ^^records’’ includes any paper, 
book, photograph, motion-picture film, microfilm, sound recording, 
map, drawing, or other document, or any copy thereof that has been 
made by any agency of the United States Government or received 
by it in connection with the transaction of public business and has 
been retained by that agency or its successor as evidence of its activities 
or because of the information contained therein. 

2. That the head of each agency shall make, cause to be made, or 
file only such records as in his opinion are necessary to provide for 
the continued effective operation of the agency of which he is the 
head, to constitute an adequate and proper recording of its activities, 
and to protect the legal rights of the Government of the United 
States and of the people. 

3. That proposed legislation provide not only that {a) Federal 
records are the property of the United States Government; (&) such 
records be delivered by outgoing oiiicials and employees to their suc- 
cessors (U. S. C. Title 18, secs. 234 and 235) ; and (c) such records 
must not be otherwise unlawfully destroyed or removed; but also 
fix responsibility on a Federal Eecords Administration for (d) estab- 
lishing safeguards against removal or loss of Federal records and 
(e) initiating the recovery of Federal records which have been un- 
lawfully removed. 

4. That the act provide for the establishment of a Federal Eecords 
Administration in accordance with Eecommendation A of this report 


under the direction of a Federal Eecords Administrator appoint^l 
by the President with the advice and consent of the Senate 
5. piat there also be established a Federal Eecords Administr. 
tion Council superseding the existing National Archives Council as 
Stat. 1122 and 60 Stat. 812) and comprising the same membership as 
The National Archives Council with the addition of the Administr^ 
tor of Federal Eecords. The Council should be responsible for: 

reTJrmspo? record making, record keeping.’ aa, 

tratio?" ^ transferred to the Federal Records Adminis- 

peopi?" transferred by public officials, scholars, and the 

d. The loan or transfer of records from one agency to another. 

e. Standards governing the reproduction of records bv T>hotn<^..ro,- / 
mcrophotographic) processes for the purpose of disposing of thLrigtni 

Such replations when approved by the President and promul<ratefl 

by the Federal Eecords Administration shall be binding on all acretcies 
of the United States Government. e=, « i <iii aj,encies 

_ 6. That the head of each agency of the executive, legislative and 
ment officers should a i ^^^gnations. Eecords manage- 

ing th?disn^so^“f^^? legislation govern- 

mg tne aisposal of Federal records (44 TT R P ^ i 

or an rTs 

quest for authorization has been suhrm'+to.! n. ^ 

Kecords Admmitotion prS ta ft 

during tha last 11 d.™ 7 ““ Congress is m SMsion 

neithef iSLr,, f ‘tat 


services rendered by the National Archives be contintied for similar 
services rendered by the Federal Eecords Admiiiistration. 

10. That the National Archives Trust Fund Board (U. S. C. 
300aa-300jj), the National Historical Publications Commission 
(48 Stat. 1122-1124), and the Franklin D, Roosevelt Library (53 
Stat. 1062) be continued as a part of the National Archives within 
the Federal Eecords Administration, and that the Federal Register 
(44 U. S. C. 301-314) be continued as a separate unit of the Federal 
Eecords Administration. 

11. That the draft of a Federal Eecords Management Act included 
in Appendix A be considered as a basis for the recommended legisla- 
tion. Past legislation which is effected in part by the proposed act 
is listed in Appmdix B. 


Agency Program 

0, That each department and agency of the Federal Government 
le required by law^ or by resolution of the Federal Records Admin- 
istration Oouneil approved by the President^ to appoint or designate 
a qmlified records mcunagement officer to plan^ develop^ and organise 
a records management program. The minimum content of a records 
management program should include tested controls on record mak- 
ing,^ record keeping and selective records preservation, 

1. Controls on record making with a high degree of effectiveness 
arer 

a. Elimination of widespread and unessential duplication of files and filing 
through files and filing analysis. 

5. Discriminating application of modern office machines and equipment to 
record making. 

c. Streamlining and reducing voluminous correspondence through the use 
of form letters, pattern letters, limitation or elimination of copies, pattern para- 
graphs, procedural guides, automatic typewriters, and other labor-saving 
equipment. 

Controls on forms and reports are essential and should include: 

a. Controls on the development, issue, standardization, and use of forms with 
a view to simplifying and improving forms in size, design, and function, reduc- 
ing the number of forms and determining their use, method of filing and ultimate 
disposal. 

e. Controls on requirements for and submission of reports, eliminating obso- 
lete reports, unessential copies, too frequent reporting, and unessential filing of 
reports, coordinating all reporting to eliminate overlapping and duplication in 
fact gathering. 
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2. Controls on record filing should iiiclude : 

c. Organization of files in efficient and practical locations consifiering factors 
of physical ..proximity and administrative necessity, successful eliminating wide- 
spread maintenance of duplicate files. 

5, Discriminating installation of labor-saving devices such as modern micro- 
filming, tabulating equipment, etc;, to simplify filing, the accumulation of re- 
corded data and to reduce filing space. 

c. Efficient and effective work flow patterns for mail rooms and file-room in- 
stallations, including effective layouts and lighting. 

d. Standards and criteria for systems and methods of handling, classifying, 
indexing, and filing, and for filing supplies and equipment 

e. Review of requisitions for filing equipment to control purchases, allow 
for interchange of equipment, and to provide guidance as to the best equipment 
available. 

/. A training program in all phases of records management regularly being 
brought up to date by the addition of new developments in records-management 
practices, equipment, and supplies. 

Z. Controls insuring selective records preservation require: 

a, Peilodic inventory of all records. 

Development and installation of comprehensive schedules providing for (1) 
prompt disposal of valueless records, (2) periodic transfer to records centers of 
records which need not be kept in expensive equipment and office space, (3) 
periodic transfer of records of permanent historical value to the Federal Records 
Administration for deposit in the National Archives, (4) controls to effect rec- 
ord turn-over in conformance with schedules., 

0 . Applications of microfilming to conserve space and equipment and to pro- 
vide security microfilm copies of vital documents, the loss of which would se- 
riously handicap the Government. 


IV. SUPPORTING STATEMENTS FOR ALL 
RECOMMENDATIONS 


For Centralization 

A, That a Federal Records Administration he established and that 
the existing National Archives Establishment become an integral part 
thereof* 

Less than 5 percent of Federal records are deposited in the National 
Archives. This institution accessions ail Federal records of per- 
manent value and historical interest. Holdings, nevertheless, are 
close to the total capacity of the existing building. 

The bulk of Federal records, more than 95 percent or approximately 
17,500,000 cubic feet, represents a large-scale management problem. 
The extent of the problem is measurable by the great costs tied up in 
space, equipment, and personnel as reported in Part I of this report. 

The experience, particularly during the last decade, of a few de- 
partments and agencies of the Government and of large companies in 
industry prove conclusively that prevailing large-scale problems in 
records management lend themselves with surprising ease to equally 
large-scale solutions. 

This study confirms for the first time that more than 50 percent of 
the total records of the average organization can be eliminated from 
office and plant equipment and space. Such a spectacular return was 
not fully anticipated. The critically accurate appraisals and meas- 
urements conducted during this study, carefully checked against the 
results obtained by representative companies in industry, now make 
it possible for the first time to guarantee such results given a basic 
minimum of low-cost conditions. 

These appraisals and measurements were applied to accomplishments 
and not potentials in successful records management programs in gov- 
ernment and industry. The results appear under the appropriate 
sections of this report. 

Elimination of over 50 percent of all records from office and plant 
equipment and space is easily attainable in a relatively short period of 
time by : 

1. Bestruction of up to 35 percent of valueless or duplicated records witU a 
continuing annual turn-over by destruction of 10 percent or more of the x'emain- 
ing records. 


2. Controls on record filing should incM 

c. Organization of files In efficient and practical locations considering factors 
of pliysical proximity and administrative necessity, snccessfnl eliminating wide- 
spread maintenance of duplicate files. 

Discriminating installation of labor-saving devices such as modern micro- 
filming, tabulating equipment, etc., to simplify filing, tlie accumulation of re- 
corded data aiid to reduce filing space. 

c. Efficient and effective work flow patterns for mail rooms and file-room in- 
stallat ions, including effective layouts and lighting. 

d. Standards and criteria for systems and methods of handling, classifying, 
indexing, and filing, and for filing supplies and equipment. 

e. Beview of requisitions for filing equipment to control purchases, allow 
for interchange of equipment, and to provide guidance as to the best equipment 
available. 

/. A training program in all phases of records management regularly being 
brought up to date by the addition of new developments in recorcls-management 
practices, equipment, and supplies. 

3, Controls insuring selective records preservation require: 

a. Peilodic inventory of ail records. 

&. Development and installation of comprehensive schedules imoviding for (1) 
prompt disposal of valueless records, (2) periodic transfer to records centers of 
records which need not be kept in expensive equipment and office space, (3) 
periodic transfer of records of permanent historical value to the Federal Records 
Administration for deposit in the National Archives, (4) controls to effect rec- 
ord turn-over in conformance with schedules. 

c. Applications of microfilming to conserve space and equipment and to pro- 
vide security microfilm copies of vital documents, the loss of which would se- 
riously handicap the Government. 


IV. SUPPORTING STATEMENTS FOR ALL 
RECOMMENDATIONS 


For Centralization 

A, That a Federal Records Admimstration he established and that 
the ewistmg National Archwes Estahlishment hecome an integral part 
thereof. 

Less than 5 percent of Federal records are deposited in the National 
Archives. This institution accessions all Federal records of per- 
manent value and historical interest. Holdings, nevertheless, are 
close to the total capacity of the existing building. 

The bulk of Federal records, more than 95 percent or approximately 
17,500,000 cubic feet, represents a large-scale management problem. 
The extent of the problem is measurable by the great costs tied up in 
space, equipment, and personnel as reported in Part I of this report. 

The experience, particularly during the last decade, of a few de- 
partments and agencies of the Government and of large companies in 
industry prove conclusively that prevailing large-scale problems in 
records management lend themselves with surprising ease to equally 
large-scale solutions. 

This study confirms for the first time that more than 50 percent of 
the total records of the average organization can be eliminated from 
office and plant equipment and space. Such a spectacular return was 
not fully anticipated. The critically accurate appraisals and meas- 
urements conducted during this study, carefully checked against the 
results obtained by representative companies in industry, now make 
it possible for the first time to guarantee such results given a basic 
minimum of low-cost conditions. 

These appraisals and measurements were applied to accomplishments 
and not potentials in successful records management programs in gov- 
ernment and industry. The results appear under the appropriate 
sections of this report. 

Elimination of over 50 percent of all records from office and plant 
equipment and space is easily attainable in a relatively short period of 
time by : 

1. Destruction of up to 35 percent of valueless or duplicated records with a 
continuing annual turn-over by destruction of 10 percent or more of the remain- 
ing records. 
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ferred over 140,000 cubic feet of records. This represents the contents 
of more than 20,000 four-drawer filing cabinets with a replacement 
value of $1,400,0^0. 

Despite the savings to be realized and the need for release of space 
in crowded offices and installations, the majority of departments and 
agencies do not now have access to records centers. It has been care- 
fully estimated by this task force of the Commission that in such 
departments and agencies there are now 2 million cubic feet of records 
available for transfer to records centers were centers available. These 
records occupy 2 million square feet of space, which is close to the 
capacity of the Pentagon, and represent the equivalent of more than 
330,000 four-drawer filing cabinets with a replacement value of 
approximately $17,000,000. 

Transfer of records at the earliest practical date to responsible 
custody in a records center not only drastically slashes equipment, 
space, and maintenance costs, but it insures an audit or a check on 
unessential records preservation. In addition to sharply reduced 
costs, the resulting minimum cost, which is not a new cost, is in turn 
isolated, measurable, and controllable. Valueless records can be 
screened out. Records which have served their time turn over 
promptly. Chart III, page 18, illustrates the importance of records 
screening. 

Stress must be laid on the fact that records centers to be profitable 
cannot be dumping grounds for dead records forgotten and inacces- 
sible. It is true that only minimum building and equipment require- 
ments are justified. But the management of such facilities must 
clamp controls on records retention, provide continuous screening of 
valueless records, and give prompt, efficient service. 

It is significant that Navy records centers directed by experienced 
civilian records administrators have achieved a 2o.5-percent records 
turn-over. One Army records center also directed by an experienced 
records' administrator has achieved a 37-percent records turn-over. 

CL Transferring records centers selected from among the more than 100 now 
operated by individual departments and agencies to the Federal Becords Admin- 
istration by negotiations with the departments and agencies concerned. 

h. Operating records centers so transferred and centers otherwise provided 
to service all departments and agencies. 

For the purpose of this study, 99 records centers, all of which have 
been created in the last 6 years to meet an obvious need were selected 
for study. It is apparent that a comparatively small number of agen- 
cies operate such centers and for their own purposes only. The large 
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CHART III 

Results of Records Screening in Five Naval Records 
Management Centers ' 
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number of these facilities multiply overhead and maintenance costs. 

Selected centers from among those now in operation should be 
transferred to the Federal Eecords Administration and their facilities 
made available to all departments and agencies. Twice before the 
question has been raised,. “Will an agency readily transfer records 
to a center operated by some other agency?” This question was first 
raised in the mid-thirties after the establishment of the National 
Archives. In a few short years, by 1940, record transfers to the 
National Archives were filling available space with totally unantici- 
pated rapidity. In the early 1940’’s a few departments established 
records centers to serve all bureaus and divisions of the departments. 
Again it was thought that nearly autonomous bureaus would not 
relinquish their records. Since 1943, over 1% million cubic feet of 
records have been transferred to Army centers and over 1 million 
feet have been transferred to Navy centers. 

Two factors press for transfer of records. Expanding government- 
al operations because of the New Deal, the last war, or for whatever 
reason, create such a scarcity of space that any relief, and particularly 
record transfers, are resorted to extensively. Conversely, reduced 
appropriations during periods of retrenchment yield similar results 
for different reasons. Although in periods of retrenchment, office 
space is much less ci’itical, management withholds funds for the main- 
tenance of large quantities of records which need not be retained in 
expensive equipment in offices with a high overhead, thus forcing 
record transfers. 

c. Effecting a consolidation and a reduction of existing and rapidly increasing 
duplication in records center facilities. 

Overliead costs are multiplied in the maintenance of a large number 
of relatively small centers. For seciirityj as well as for more efficient 
service, over centralization in the storage of records is not advisable. 
But the expense of maintaining three or four medium-size centers in a 
single locality, such as is now the case with the Maritime Commission, 
the Army, and the Navy in the vicinity of New York City, is waste. 
Until recently General Accounting Office records were maintained 
in 16 different buildings in Washington with an annual maintenance 
and operation expense of $132,400 in addition to a $76,500 rental for 
non-Govermnent-owned buildings, or a total of $208,000. Consoli- 
dating these records in Government-owned space in Cameron, Va., 
cut annual costs to $90,000 for a yearly savings of $118,000. Fur- 
thermore, the records scattered through many buildings occupied 

305.000 square feet whereas when consolidated they occupied only 

267.000 square feet of space. 

Further argument for consolidating and at the same time reducing 
the number of existing centers is the present necessity of large-scale 

19 

816291 ‘’-—48 4 


record sliipments. For example, even though there is a large Navy 
records center at San Bruno, Calif., Veterans’ Administration records 
on the West Coast must be shipped to Philadelphiar Maritime Com- 
mission records to Hoboken, and Army records to St. Louis. To 
move G. A, 0. records the short distance to Cameron, Va., while jus- 
tified, cost nearly a quarter of a million dollars. Thousands of tons 
of records crisscrossing the country is expensive and unnecessary. 

4 . Adapting as records centers, selected surplus war plants or some of the 
IGO war plants wlneh have been placed in the industrial reserve and are now 
under the jurisdiction of the Public Buildings Administration. 

6. The construction or procurement of such other records centers as may he 
authorized from time to time by the Congress. 

f. Selecting alT centers by location and size to insure (1) continued decen- 
tralization of Federal records in /the interest of efficient servicing and use of 
records and (2) dispersal of vital records in the interest of national security. 

Selected surplus war plants or some of the 100 war plants which 
have been placed in the industrial reserve are in many cases idle and 
readily adaptable to records centers. The War Assets Administration 
has used more than one-half dozen of these plants for temporary 
storage and screening of the Administration’s large quantity of field 
records. Whatever the likelihood of any future urgency for the im- 
mediate availability of such plants, the bulk of the War Assets Ad- 
ministration’s records retirement program seems to be well over the 
hump through the temporary use of these facilities. 

It is expected that there will be good reason for the construetion 
or procurement of one or more buildings for records center purposes. 
For the most part, it is expected that new construction for records 
centers as well as most other public purposes will be included in longer 
range Public Works programs. An exception might well be a records 
center in the vicinity of Washington but not in the city proper to ease 
the space shortage in the Capital, 

Greater decentralization of Federal records is effected by the Federal 
Eecords Administration’s operation of general purpose centers serv- 
ing all departments and agencies. A Federal Eecords Administration 
center on the west coast for example would retain Veterans’ Adminis- 
tration records on the west coast. The same will be true of Federal 
Eecords Administration centers elsewhere around the country. For 
the most part, agency records are now being centralized in one or 
a few centers far removed from the offices which must use the records. 
Such decentralization is an important component of dispersal of 
Federal records in the interest of national security. 

For Ceisttral SuPERvisioisr 

2. That the Federal Eecords Administration evolve and pro- 
mote Government- wide improvements and economies in records 
management. 
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A single central source to sponsor improvements and economies in 
records management is one of the three essentials of all existing, 
successful programs. Fixing this responsibility in the Federal Eec- 
ords Administration gives direction, support, and a medium of ac- 
countability. This direction, support, and accountability are not now 
•provided. • 

The Budget Bureau and the National Archives have made some 
attempts in program sponsorship. Beginning in 1942 with a supple- 
mental appropriation specifically for the development of a Govern- 
ment-wide program in records management, an effort was made by the 
National Archives. This effort in time became sharply limited to the 
few phases of records management that most directly effect the iso- 
lation and eventual transfer of the small percentage of records which 
have permanent value and historical interest. 

Shortly after the National Archives’ effort, the Budget Bureau 
assigned a staff member full time to records management. The prin- 
cipal result not to be minimized was a policy decision in the Bureau 
that every agency should have fixed responsibility for an agency-wide 
records program. Executive Order 9784 of September 25, 1946, added 
Presidential approval of this bureau policy. 

The Federal Records Administration through primary interest and 
technical experience is a more fitting central agency to undertake 
this staff' function of developing a program, providing experienced 
counsel and expert assistance, and sponsoring training programs. 
These staff services are a vital supplement and a support to the facili- 
ties and line service provided in the Federal-records centers. 

At negligible cost a small staff, initially not more than a half a dozen, 
can promote, assist, and fill in the programs at the department and 
agency level. In tlie unanimous opinion of this task force of the 
Commission, the return from this small staff function will annually 
exceed the large scale savings to be gained through the establishment 
of records centers. The character and extent of these improvements 
and economies are illustrated in Part IV, Section C, of this report. 

This staff function in the Federal Records Administration must 
be carried through in close collaboration with other staff and service 
functions of the (xovernment, including particularly the Bureau of 
the Budget. Major programs and Government-wide regulations must 
be cleared through the Federal Records Administration Council and 
receive Presidential approval. This guarantees clearance and coordi- 
nation with the Executive Office of the President, and with the major 
departments through their representatives on the Council. 

The content of this staff function should include : 

a. Standards and controls for record making and record keeping, seleetiye 
records preservation, scheduled records disposal, and transfer of records to 
records centers, . 
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CHART IV 


Cubic Feel of Records in Selected Records Centers 
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&. Diseriiiiinatmg appiieauoij oi tewteu xuetuuuK, pmcticew, nuitenais, equip- 
ment, and macliiiies to record making and record keeping. 

c. Authorization By law to inspect Federal records and to require reports as 
to their management 

d. Training programs directed at improving the effectiveness and the tech- 
nical knowledge of personnel assigned to record making and record keeping. 

o. Standards and controls for physical, legal, and security safeguards of ail 
Federal records. 

For Preserving Permanent Eecords 

3. That the Federal Eecords Administration make special provi- 
sions for preserving, studying, and servicing Federal records having 
pernianent value and historical interest by : 

fl, Goiitiiniing the National Archives as an integral and vital part of the 
administration. 

Continuing to maintain for this purpose an adequate professional staff of 
trad led archivists. 

c. Placing such records and the professional staff under the genei^al direction 
of an outstanding archivist selected in accordance with the Civil Service Regu- 
lations on the basis of his professional attainments in a highly specialized field. 

The National Archives performs an essential and an important 
function in receiving, organizing, preserving, and making available 
to the Governnient, to scholars, and to the people the core of per- 
manently valuable records of the Government, This is an indispen- 
sable service of all mature governments. It should, therefore, con- 
tinue to be sustained by the Government of the United States. 

Serious consideration vras given to adding the functions recom- 
mended in 1 and 2 above, namely the operation of Federal records 
centers and the development and promotion of Government-wide im- 
provements and economies in records management to the existing 
National Archives, The three reasons favoring such a recommenda- 
tion are : 

a. The National Aix*h!ves is a going concern. 

b. It is the only agency primarily in the records field although in a specialized 
and limited segment of that tkdd. 

0. It has won recognition and standing in the 14 years of its existence. 

Tc do so, however, ivould change the character and scope of the 
National Archives so radically as to create, in fact, a new kind of 
agency. The potential change in size is shown in Chart IV, page 22, 
Not to change the name and concept as well would dodge the issue 
and contribute to a confusion of objectives and progi'ams. 

The following comparison between the National Archives and 
selected departmental centers, as of June 18, 1948, is significant: 



Number of 
centers 

1 

Number of 
employees 

Volume of 
records, cubic 
r feet 

Square feet 
of space 

Departmental record centers > - 

99 

6, 269 

4, 787, 491 

6, 171, 958 

Nationai Archives 

Percentage National Archives to 

2 

350 

860,000 

845, 647 

other centers - 

2.0% 

5. 6% 

17. 9% 

13.7% 


For compelling reasons it is recommended that a Federal Eecords 
Administration replace the National Archives as an independent 
agency and that the latter be continued as an integral part of the new 
agency. These reasons are ; 

a. The essential specialized function of The National Archives is limited to 
only 5 percent of Federal records, 

h. The archival function requires a comparatively small professional staff 
and optimum storage facilities. 

a The 95 percent of Federal records outside The National Archives present 
primarily a management rather than an archival problem. 

d. Operation of Federal records centers require competent management as- 
sisted for the most part by clerical and administrative employees rather than 
professional, archival assistance. 

c. Records centers to be effective require mass handling of a great volume 
of records with minimum conditions for storage, space, equipment, containers, 
and types of service. Techniques are administrative rather than archival. 

f. The development and promotion of a program for Government- wide im- 
provements and economies in records management require modern management 
techniques rather than archival science. 

Since tlie preponderance of the proposed program is a management 
function, and since the National Archives is noAv performing an 
essential, specialized function, blowing up the latter to include the 
former would gain nothing and very probably detract from the ef- 
fectiveness of the two separate functions. Transfei’ring the ablest 
of the personnel operating existing departmental records centers 
with or without their center facilities, would be a better source of 
talent for Federal records center operation and for the most part at 
no new cost to the Government. 

Transfer of experienced personnel from the most effective records 
management staffs in the departments and in industry would also 
be a better source for the small staff responsible for developing and 
promoting a program for Government-wide improvement and econo- 
mies in records management. « 

It is fair to conclude that the National Archives has been under 
pressure from departments and agencies seeking assistance in attempts 
to bring massive and burdensome accumulations of records under con- 


This report makes more effective provisions for the assistance re- 
quired by the departments and agencies. At the same time and as 
a result of such provisions, the staff of the National Archives can 
concentrate on the objectives for which it was created. Foremost 
among these objectives is to preserve, explore, and make available 
the invaluable store of hard-earned experience recorded in the per- 
manent records of our national effort to sustain a system of democracy 
and private enterprise. 

The foregoing recommendations in this Part (IV A-1-3) of the 
report are essentially similar to that made in 1947 by the Advisory 
Committee on New York State Records System and in 1948 by a 
Planning Staff on the Los Angeles City Government Records System.'^ 
Other States are contemplating similar programs. 


For Legislation 

B. That a law to he cited as the Federal Records Management Act 
of 1910 ^'^ he enacted to froride for the creation^ 'preservation^ man- 
agement^ and disposal of records of the United States Government, 

Existing legislation covering Federal records consists primarily of 
the act establishing a National Archives, an act covering the disposal 
of records and sections of the Criminal Code prescribing penalties 
for unauthorized removal, destruction, or falsifying of Federal rec- 
ords. More comprehensive and constructive legislation is required. 

In addition to establishing the Federal Records Administration in 
accordance with Recommendation A, legislative action is required 
to change the status of the National Archives, the National Archives 
Council, and the Federal Register; to clarify the definition of Federal 
records ; to prevent the removal of official records by outgoing officials 
and provide for the recovery of such records which are removed; 
and to simplify the disposal of valueless records. 

■B ASIC:'. Stefs ■ 

1. That when used in this act the word *h-ecords” include any paper, book, 
piifitograph, motion-picture film, microfilm, sound recording map, or other docu- 
ment (of any physical form or character whatever), or any copy thereof that has 
been made by any agency of the United States Government or received by it in con- 
nection with the transaction of public business and has been retained by that 


*It is noteworthy that the Kew York Advisory Committee consisted of the Archivist 
of the United States at that time, the Librarian of Congress, and the Archivist of Illinios. 
Each of the three meml>ers of this committee also have served either as President of Vice 
President of the Society of American Archivists. 
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agency or its successor as eridence of its aetiTities or because of the information 
contained therein. 

2. That the head of each agency shall make or cause to ^be made only such 
records as in his opinion are necessary to provide for the continued effective 
Oi3eratioii of the agency of vrhich he is the head, to constitute an adequate and 
proper recording of its activities and to protect the legal rights of the Govern- 
ment of the United States and of the i>eople. 

3. That proposed legislation provide not only that (a) Federal records are the 
property of the United States Government; (?)) such records be delivered by 
outgoing officials and employees to their successors (U. S. C. Title 18, sees. 234 
and 235) ; and (c) such records must not be otherwise unlawfully destroyed 
or removed; but also fix responsibility on a Federal Records Administration 
for (d) establishing safeguards against removal or loss of Federal records and 
(e) initiating the recovering of Federal records which have been unlawfully 
removed. 

It has been necessary since the establishment of the National Ar- 
chives to define and redefine what is meant by Federal records. Any 
definition to be helpful to Federal officials should be both inclusive and 
exclusive. Consideration should be given for purposes of clarifica- 
tion to adding to the definition in B-1 above the following : 

There are excluded from this definition library material acquired by an 
agency solely for the information and use of the staff and the public and not 
created or received by it incidentally to the transaction of public business ; 
museum ma t(*r ial acquired and preserved solely for exhibition ; documents 
submitted for copj^right; models submitted in connection with application of 
patents; extra copies of documents preserved solely for convenience of refer- 
ence; and stocks, piibll cations and processed documents Upon the request of 
any agency, the Administrator of Fedex*al Records shall have authority to deter- 
mine whether any particular body of materials fails within or without this 
definition. 

Legislation (U. S. C. Title 18, secs. 234 and 235) and departmental 
regulations, such as pre-World War II Navy Eegulations, have jus- 
tifiably been interpreted by Federal officials to require filing of all 
papers produced or received. The impact of the World War II 
expansion made the continuance of this costly practice impossible. 
Great quantities of valueless or duplicated papers are received by or 
produced by Federal agencies. It is important to legalize birth 
control not only on the production and receipt of such material but 
also on the unnecessary filing thereof. Early in the war, the Archi- 
vist of the United States provided some relief by a new definition of 
^hionrecord materials.” Many agencies, with the Civil Service Com- 
mission taking the lead, conducted an intensive review of their filing 
pi'actices and drastically but safely eliminated a great volume of 
unessential filing. 

While there is legislation against the unlawful destruction, removal, 
or falsifying of Federal records, there is no provision for safeguards 
against such destrucuon, removal, or falsifying, nor any machinery for 



initiating action when destiuction, removal, or falsifying of records is 
threatened or for the recovery of records which have been unlawfully 
removed. ^ 

Records leinoved by officials leaving the public service present a 
specially critical problem. Many and varied measures to prevent 
such removal have been adopted by other governments. For the most 
part, the removal of records is confined to high-ranking officials. As 
a result, most of the records removed are important or valuable. 
Wliile it is important that records be defined by law as the property 
of the Federal Government and there be penalties for unlawful de- 
struction, removal, or falsification of such records, it is equally impor- 
tant that the Congress set up the machinery to forestall such loss, to 
effect recovery in the event of such loss, and provide that records so 
removed are recoverable at no cost to the Federal Government. The 
papers of some Presidents and Cabinet officials have had to be pur- 
chased back by the Federal Government. 

For Central Agenct 

4. That the act provide for the establishment of a Federal Becords Adminis- 
tration in accordance with Recommendation A of this report under the direction 
of a Federal Records Administrator appointed by the President with the advice 
and consent of the Senate. 

The details covered by this recommendation and the justification 
therefor are given in Section III-A of this report. 

For Recoeds Council 

5. That there also be established a Federal Records Administration Council 
superseding the existing National Archives Council (48 Stat. 1122 and 60 Stat. 
812) and comprising the same membership as the National Archives CouncU 
with the addition of the Administrator of Federal Records. 

■ A Federal Records Administration Council is needed to replace the 
present National Archives Council. The membership can be the same 
as that of the National Archives Council with the addition of the 
Administrator of Federal Records. 

Authority should be gi-anted the Council to appoint advisors from 
other agencies of the Federal Government, and from industry and 
other organizations outside the Federal Government. A vitalized 
and more aggressive council representing the major departments and 
with authority to appoint advisoi-s from other agencies of the Govern- 
ment and from private industry should serve as an effective advisory 
body and, in a sense, a regulatory body for the management of Federal 
records. In the last analysis, record making and record keeping is an 
essential function of each agency of the Government. These agencies, 
therefore, should have a voice in planning the regulations and policies 
governing record making and record keeping. 


It is doubtful if the departments and agencies of the Executive 
branch would or should acquiesce to the assignment of responsibilities 
so closely affecting their record making and i^ecord keeping direct to 
the Federal Eecords Administrator rather than to a council in which 
they were represented. The council should be responsible for formu- 
lating regulations governing: 

а. Record making and record keeping, records protection and records disposal. 

The classes of records to be transferred to the Federal Records Adminis- 
tration. 

c. The use of records so transferred by public officials, scholars, and the people. 

d. The loan or transfer of records from one agency to another. 

e. The standards governing the reproduction of records by photographic (or 
microphotographic) processes when the purpose of such reproduction is to dispose 
of the original records. 

It is recommended that regulations formulated by the Federal 
Records xldministration Council require the approval of the President. 
With Presidential approval, such regulations when promulgated by 
the Federal Records Administration Council shall be binding on ail 
agencies of the United States Government. 

For Agekcy Officer 

б. That the head of each agency of the executive, legislative, and judicial 
branches of the Federal Governinent designate or appoint within 6 months after 
the passage of the proposed act, a records management officer for the agency, 
and that the Federal Records Administration be notified of such designations. 
Records management officers should plan, develop, and put into operation a com- 
prehensive records management program in the agency and serve in a liaison 
capacity with the Federal Records Administration. 

The importance of fixing responsibility in each department and 
agency for a minimum program of records management and the con- 
tent of such a program are described in Section III-C of this report. 
Affirming the principle by legislative act strengthens the attempt in 
this respect made by Executive Order 9784. 

Other provisions of the proposed legislation assure an accountability 
for both conformance and performance by the departments and agen- 
cies in following through on this requirement. 

For Control of Destruction 

7. That no records of the Federal Government shall be destroyed or otherwise 
disposed of without the approval of (a) the Federal Records Administration and 
(d) the Congress of the United States, as provided hy law and regulations of the 
Federal Records Administration Council. 

Legislation governing the disposal of Federal records are more than 
adequate at the present time. They can be simplified to advantage. 
In addition to the National Archives Act, subsequent legislation under 
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pressure of tlie vast quantities of Federal records which should and 
must be disposed of have frozen into statute provisions and procedures 
which can much |)etter be covered by regulations of the Federal Eecords 
Administration Gouncil. Such regulations can be more easily modified 
to meet changing conditions. Essentially, it is necessary to prescribe 
by law only that no records of the Federal Government shall be de- 
stroyed or otherwise disposed of without the approval of (a) the 
Federal Eecords Administration and (6) the Congress of the United 
States, 

With millions of feet of valueless Federal records turn-over by dis- 
posal annually, it is imperative that the turn-over be orderly and 
prompt. Millions of dollai's in space and equipment are involved by 
unnecessary delays or reporting routines. Some question has been 
raised about the delays incidental to present legislation requiring the 
approval of all records disposal by both the National Archives and the 
Congress. The United States Government, like all other governments 
without exception both in the States and abroad, finds it necessary to 
place a brake and a control on the disposal of public records. 

It is true that there is a costly delay in the turnover of valueless rec- 
ords when the Congress is not in session but Federal officials consulted 
in connection with this point, feel they need both the assurance and the 
protection inherent in congressional approval of all records destruction 
or disposal they undertake. 

If the Congress should confine legislation on this score to the provi- 
sion that no records be destroyed except with the approval of the 
Federal Eecords Administration and the Congress, or in accordance 
with planned programs, approved by the Federal Eecords A dministra- 
tion and the Congress, there will be adequate safeguards on this score 
and maximum latitude to the Federal Eecords Administration in the 
programs, procedures, and routines effecting such disposal. 

Foe Atithorizatioxt OF Destruction 

8. That the Congress consider revising present legislation governing the dis- 
posal of Federal records (44 U. S. C. 366-880) to provide for an automatic records 
disposal authorization 45 days after a request for authorization has been sub- 
mitted by an agency to the Federal Records Administration, provided that the 
Congress is in session during the last 15 days of the period and provided further 
that neither the Federal Records Administrator nor the Congress direct that the 
proposed disposal or a part thereof is disallowed or that it be delayed pending 
further study. 

In 1941, the average time required by a typical agency to obtain 
disposal authorization for its great quantities of valueless records was 
13 months and 28 days. Intervening legislation has speeded up this 
procedure considerably; nevertheless, a check in the course of this 
stud}?^ showed a lapse of 101 days between the date of the average 
request for disposal authorization and receipt of actual authorization. 
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The change now proposed will not only cut the lape of tirrie to less 
than onedialf . It will further require formal action by the Federal 
Eecords Adininistration and the Congress only on less than 2 percent 
of the items listed in requests for records disposal authorization. 
Consistently over the years, less than 2 percent of the items have 
been questioned by the National Archives or the Congress. Ninety- 
eight percent of the items requested for disposal authority will be 
approved automatically without any formal action. 

Foe Trust Fuxd 

9. That recent legislation (H. R. 6293, Report No. 1938, 80th Gong., 2d sess.) 
establishing a trust fund for receipts from photographic services rendered by 
the National Archives be continued for similar services rendered by the Federal 
Records Administration. 

This legislation of the Eightieth Congress authorizes a useful serv- 
ice on a self-sustaining basis at no cost to the Government and should 
be continued. 

For Continued Consolidation 

10. That the National Archives Trust Fund Board (U. S. 0. BOOaa-SOOjj), the 
National Historical Publications Commission (4S S tat. 1122-1124), and the 
Franklin D. Roosevelt Library (53 Stat. 1062) be continued as a part of the 
National Archives within the Fedei*al Records Administration, and that the 
Federal Register (44 U. S. C. 301-314) be continued as a separate unit of the 
Federal Records Administration. 

The National Archives Trust Fund Board, the National Historical 
Publications Commission, and the Franklin D. Eoosevelt Library 
perform useful functions as they are now constituted and should be 
continued as a part of the function of the National Archives. 

The Federal Eegister has ably performed a valuable service in the 
regular publication of Federal regulations that have general applica- 
bility and legal effect, and also in publishing the Code of Federal 
Eegulations. The Federal Eegister should be continued but as a 
sepai'ate part of the Federal Eecords Administration rather than as 
a pai’t of the National Archives. 

The Congress might well consider the assignment of the publication 
of the “Statutes at Large” and the “United States Code” to the 
Federal Eegister. The “Statutes at Large” are now compiled by 
the State Department and the “United States Code” is compiled by 
private companies under contract to the Government. But the Federal 
Eegister should be able to undertake these additional duties success- 
fully as indicated by the fact that the “United States Code” is about 
one-fifth the size of the “Code of Federal Eegulations” now compiled 
by the Federal Eegister. 


For Basis OF LEGjsiiATioisr , 

11. Tliat the draft of a Federal Records Management Act included in Appendix 
A be considered a basis for the recommended legislation. Past legislation 
which is affected in part by the proposed act is listed in Appendix B. 

For Agency Program 

G. That each department and agency of the Federal Government he 
required hy law^ or hy resolution of the Federal Records Administra- 
tion Oouncil approved by the President^ to appoint or designate a 
qualified records management officer to plan^ develop^ and organwe 
a records management program. The minimum content of a records 
management program should include tested controls on record making,^ 
record heeping and selective records preservation. 

There are extraordinarily effective records management programs 
in a few agencies of the Federal Government. These progiams are 
directed by capable records management officers. Outstanding are 
the Department of the Navy, Department of Agriculture, the Atomic 
Energy Commission, the Federal Security Agency, and the Depart- 
ments of the Army and Air Force. Other successful programs have 
been conducted in the Office of Price Administration and the War 
Assets Administration. 

The urgent need for a records management officer in every agency 
is not now recognized for the first time. In 1942, the Society of 
American Archivists proposed to the Bui*eau of the Budget that each 
agency be required to appoint a records management officer. In the 
same year, the National Archives endorsed this proposal and issued 
a statement on the proposed functions of such officers in the Federal 
Government. 

Executive Order 9784, issued September 25, 1946, required that an 
active continuing program for effective current records management 
and disposition of records be established in each agency. Only some 
agencies responded to this Executive order. Many others failed to 
comply with the order or undertook only a token compliance. 
The need for implementing this Executive order is uniformly 
acknowledged. 

The experience of the few Federal agencies with highly effective 
programs and of companies in private industry with similar pro- 
grams, such as the Westinghouse Electric Corp., the Denver & Eio 
Grande Western Kailroad, and Standard Brands, underscore the in- 


dispensability of a fixed central responsibility in an agency or company 
at a sufficiently high level to insure an aggressive, effective, and coor- 
dinated program. The staffing of records inanagemenf offices is readily 
determinable and controllable on the basis of the size of the agency 
and the scope of its records problems. In smaller agencies, the assign- 
ment of the records management function on a part time basis to 
some existing staff member is adequate. 

In some agencies, it has been assumed that the existence of more or 
less well-equipped planning offices, methods and procedure units, or 
management-control staffs will in time at least provide the required 
economies and improvements in records management within the 
agency. This assumption is not warranted by the experience in the 
Government to date, nor is it warranted by experience in industry. 
Exceptions are sufficiently limited to underscore the fact that this 
assumption is honored more in the breach than in the observance. 

It is recognized that in some agencies responsibility for records 
management will be assigned to existing planning, methods and proce- 
dures, or management staffs. As recommended in this report a specific, 
practical program is assignable, and for the first time there is a 
vehicle providing an accounting for and a measuring of performance 
in the execution of the program. 

Sheer cost factors of personnel, space, and equipment assigned to 
record making and record keeping require (a) a well-defined pro- 
gram and (5) a fixed responsibility for planning, developing, organiz- 
ing, and following through on a reduction of these costs, and the 
creation of a more effective agency- wide records system. 

Controls Suggested 

1. Controls on record making with a high degree of effectiveness are : 

a. Elimination of widespread and unessential duplication of files and filing 
through files and filing analysis. 

As pointed out in the supporting statement to recommendation B-3, 
there is a widespread belief that every record made or received must 
be filed. This belief proved untenable during the tremendous increase 
in woi’k load during World War II. Millions of documents which 
in the past have been religiously filed and preserved had a new form 
of birth control clamped upon them. The resulting reduction in work 
loads and in personnel, filing, and equipment costs were spectacular. 
In the Civil Service Commission, savings reached as high as 80 percent. 
In several divisions of the Bureau of Naval Personnel in the Navy, 
savings reached as high as 30 to 40 percent. Comparable savings in 
the War Manpower Commission and in the Veterans^ Administration 
were realized. 

ft. Biserimiiiating application of modern office machines and equipment to 
z*eeord making. 


Available iSgures of the office machine and equipment industry give 
factual proof that the Federal Government lags well behind private 
industry in the utilization of labor-saving devices in clerical opera- 
tions. Efforts of the Bureau of the Budget in recent years through 
its business-methods program and office-equipment showings, both 
acknowledged this fact and attempted to do something about it. These 
efforts, however, have been relativley short-lived and incommensurate 
with the size and importance of the problem. 

The sharp contrast between the utilization of microfilming equip- 
ment in the Federal Government and its use by private industry il- 
lustrates this point to a startling degree. More than 90 percent of 
the microfilming equipment and supplies in the Federal Government 
is used to reduce and preserve existing old I’ecords on 16 and 35 milli- 
meter film and permit the destruction of bulky original records. On 
the other hand, more than 90 percent of the microfilming equipment 
and supplies in private industry is used as a record-making device. 
Copying and recording by microfilm instead of by hand or by other 
manually operated office machines is primarily a labor-saving device 
and only secondarily a space-saving device. To illustrate, checks 
passing through a bank, interline tickets and bills exchanged by trans- 
portation companies, and customer billings in retail stores are copied 
or recorded faster, better, and cheaper through microfilming. 

c. Streamlining and reducing voluminous correspondence througli the use of 
form letters, pattern letters, limitation or elimination of copies, pattern para- 
graphs, procedural guides, automatic typewriters, ' and other labor-saving 
equipment. 

The massive quantities of Government correspondence is most suit- 
able to streamlining because of the volume and the repetitive character 
of the subject matter. One department between 1943-45, reports a 
savings of 800 man-years and over $1,000,000 in salaries and equipment 
through such streamlining. During the same period, the pi’^oduction 
and filing of over 2,000,000 carbon copies were eliminated. This and 
similar programs in a few other agencies have not only saved money 
but reduced backlogs, more sharply defined policies and procedures, 
and simplified training of personnel. 

d. Controls on the development, issue, standardization and use of forms with 
a view to simplifying and improving forms in size, design, and function, x’educing 
the number of forms and determining their use, methods of filing, and ultimate 
-disposal. 

The Standax*d Oil Co., of New Jersey estimates that it has saved 
one-half a million dollars a year for the last 10 years as a result of a 
forms control and standardization program installed in the company. 
Comparable savings are vouched for by other companies, and by some 
Federal agencies. A full program of this type cannot only simplify 



and improTe the size, design, tod function of forms, but can also 
drastically reduce the number of forms, control their filing and the 
time, and method of their ultimate disposal The Farmers Home Ad- 
ministration of the Department of Agriculture has an outstanding 
program of this type, 

e. Controls on requirements for and submission of reports, eliminating obso- 
lete reports, unessential copies, too frequent reporting, and unessential filing of 
reports, coordinating all reporting to eliminate overlapping and duplication in 
fact gathering. 

Less progress has been made by the Federal agencies in the control 
of reports and reporting than has been made with forms control. A 
few agencies have introduced a new accountability in reporting. The 
Department of the Army, for example, within the last 5 years elim- 
inated 2,000 reports. Through such a program in an organization the 
size of the Army, a single report may be submitted by thousands of 
comparable organizational units. It is a commonplace that a report 
tends to perpetuate itself. The success of the few current reports con- 
trol programs assure wide-scale benefits from their extension through- 
out the Government. 

Program GoNTEiMT 

2. The minimum content of a program at the record-keeping level is : 

a, Organizatioa of files in efficient and practical locations considering factors 
of physical proximity and administrative necessity, successfully eliminating 
widespread maintenance of duplicate files. 

The rapid growth of agencies of the Federal Government has re- 
sulted in obsoleting thousands of central filing units and in the wide- 
spread duplication and triplication of filing operations for those cen- 
tral filing units which continue to satisfy an essential need. For the 
most pax't, however, a majority of the obsoleted central file units sur- 
vive. Individual offices supposed to be served by such central filing 
units have long since established more accurate but less “official” files 
of their own. 

It is not the purpose of this report to endorse decentralized or cen- 
tralized correspondence files. It is the purpose of this report to set 
up machinery that will eliminate the widespread and costly duplica- 
tion now existing. 

The Public Health Service of the Federal Security Agency recently 
undertook a reorganization of its record-filing structure for, among 
other purposes, the elimination of duplication in files and filing. In 
the course of this study, 75 percent of all files were found to be fully 
duplicated. The initial follow-through on this study eliminated dupli- 
cation costing $18,000 a year. In a second agency, a large-scale corre- 
spondence file supposedly served many offices. Investigation revealed 
that S8 of these oiBBces maintained a more complete file ot their own 
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activities. Elimination of the duplication here resulted in a 
estimated at $51,000 per year. These are only two illustratioi 
savings that hatte been made and the much greater savings tecords 
be made in this area. 

&. The installation of labor-saving devices such as modern microfilmii 
iilating equipment, etc., to simplify filing and the accumulation of recorde 
and to reduce filing space. 

Developments to date in the office-machine-and-equipment indn 
and impending* postwar advances can slash clerical costs by perfo 
ing clerical operations better and cheaper. The application of mi, ooo 
of this equipment is increasingly varied and complex. More f. 
quently in government than in industry the types and applicatio. 
of these machines are beyond the experience of supervisors whoi 
projects obviously require such machines and equipment. Also ii 
government somewhat more than in industry, such machines anc 
equipment are too often grossly misapplied; 

The spectacular growth in the number and complexity of office equip- 
ment and machines demands specialized training and experience on 
the part of personnel responsible for appraising the application of 
such machines and equipment. Personnel so qualified attract sub- 
stantial salaries in private industry. To attract or hold such person- 
nel in the Federal Government will be impossible without adequate 
compensation. 

c. Efficient and effective work-flow patterns for mail-room and file-room instal- 
lations, including effective layouts and ligliting. 

d. Standards and criteria for filing systems including metbods of handling, 
classifying, indexing, and filing records and for filing supplies and equipment. 

e. Keview of requisitions for filing equipment to control purchases, allow for 
interchange of equipment, and to provide guidance as to the best equipment 
available. 

Work flow, physical conditions of work, organization and proce- 
dures, and equipment control are essentials of records management 
or records engineering as they are of industrial and management 
engineering. The Department of Agriculture assumed an early lead 
and has sustained that lead in this area of the Federal Government. 
It is estimated that its coverage in the Department in this respect is 
80 percent complete. The Department of the Navy dispatched teams 
of specialists throughout the Department and Shore Establishments 
during the past year for work simplification and improvement and 
has effected savings of more than $1,100,000 by a reduction in person- 
nel, space, materials, and equipment costs. 

The Bureau of Federal Supply, Treasury Department, has empha- 
sized the need for control of filing equipment purchase. The Federal 
Security Agency has developed a filing-equipment control system 


which has reduced purchases over 80 percent. Eeassignment of equip- 
ment has resulted in over 1,000 filing cabinets being provided in 6 
months without new purchases. The Department 6i the Navy has 
had a long-standing program. In the past year, $165,663 was saved 
in equipment and space through cancellation of filing equipment 
requisitions or satisfying requisitions through reassignment of 
equipment. 

f, A. training program in all phases of records management regularly being 
braught up to date by the addition of new developments in records management 
practices, equipment, and supplies. 

Despite large scale expenditure of Federal funds for training, very 
Me of these funds have been utilized for training in records manage- 
ment. Two outstanding exceptions are the Department of Agricul- 
ture and the Atomic Energy Commission. It is noteworthy that each 
of these agencies in the opinion of the records management consultants 
to the Commission has one of the most effective records management 
programs in the Federal Government. 

The Atomic Energy Commission’s in-service and on-the-job train- 
ing in records management warrants special commendation. This 
program is readily expandable to all agencies of the Federal Govern- 
ment. One of the most constructive results of this study would be 
an extension of the Atomic Energy Commission program throughout 
the Federal Government under the sponsorship of the Federal Eec- 
ords Administration working through the Federal records manage- 
ment officers in each department and agency. 

Controls for Preservation 
3. Controls insuring selective records preservation. 

As reported in Part IV-A of this report, over 50 percent of all 
records in the average organization can be eliminated from office 
equipment and space by destruction of up to 36 percent of valueless 
and duplicated records and by transfers to record centers of more 
than 20 percent with a continuing annual turn-over of approximately 
20 percent through both destruction and transfer. Chart V, page 37, 
geographically illustrates this fact. 

Despite the tremendous expansion and scope of Army and Air 
Force operations in the 2 years reported, the net inventory of records 
in offices and operating areas actually decreased. Controls insuring 
selective records preservation, records disposal and records transfer 
cleared 54 percent of all records out of office equipment and space in 
a 2-year period. Adding the third year’s experience, the total results 
were 2,534,000 feet of records, or 37.3 percent destroyed; 1,649,000 
feet of recoi’ds, or 24.2 percent transferred to Eecords centers leaving 
only 2,619,000 feet or 38.5 percent in current inventory of records in 
office equipment and space. 








Elimination from Army and Air Force offices of a total of 4,18S,000 
feet of records x^eleased over 4,000,000 square feet of space for critical 
war purposes and the equivalent of 666,000 f our-draWer filing cabinets 
with a replacement value of $33,300,000. 

The experience of the Navy and the Westinghouse Electric Corp. 
are comparable and sustain the findings in the Army experience. 
Kesults in many other departments and agencies, however, are by 
no means comparable. 

Such excellent results are obtainable through : 

(X, Periodic inventory of all records. 

Development and installation of comprehensive schedules providing for (1) 
prompt disposal of valueless records, (2) periodic transfer to records centers 
of records which need not be kept in expensive equipment and office space, (3) 
periodic transfer of records of permanent historical value to the Federal Records 
Administration for deposit in the National Archives, (4) controls to effect record 
turn-over in conformance with schedules. 

The millions of dollars tied up in records equipment, space, and 
maintenance make a records inventory as indispensable a management 
tool as inventories of stock and raw materials in industrial operations. 
An inventory of all records is essential to and the first step in a pro- 
gram of' selective records preservation. 

On the basis of the inventory, records appraisals are made and a 
planned program schedules records disposal and record transfers. 
Controls or audits have been successfully devised which insure con- 
formance to schedules. 

c. Application of microfilming to conserve space and equipment and to provide 
security microfilm copies of vital documents, the loss of which would seriously 
handicap the Government. 

Microfilming is an excellent adjunct to a program of selective records 
preservation. It greatly reduces space and equipment costs for those 
records which can be readily filmed and which a careful appraisal 
reveals must be kept for a substantial period of time. Microfilming, 
however, is an unsatisfactory and costly substitute for a program of 
selective records preservation. 

Microfilming of vital records for security provides protection other- 
wise unobtainable for all practical purposes. Used widely to this end 
during the war, microfilming is again being wisely resorted to in view 
of the threatening situation abroad. 

An experienced records management officer can and should apply 
microfilming to the records in his agency with discrimination and with 
a resulting economy and insurance. 


V. SUMMARY OF SAVINGS 


1. The most tangible result of the recommendations in this report 
is the prompt removal to economical and more efficient storage of a 
minimum of 2,000,000 cubic feet of Federal records from Federal 
offices, with a net and continuing yearly savings of $6,540,000 plus 
an additional $650,000 each year after the first 2 years of this pro- 
gram. This will release in the first 2 years space, equipment, and 
operational and maintenance expense conservatively appraised at 
$7,660,000, or $3.83 per cubic foot per annum. Space rental esti- 
mated at $1.50 per square foot per annum is low. EquijDment is 
amortized over 10 years. The cost of handling, storing, and screening 
this ciuantity of records in Federal records centers should not exceed 
$1,120,000. This is based on the Navy’s current costs for general rec- 
ords handling, storage, and screening which is 56 cents per cubic foot 
per annum. Costs of selected records centers in industrj7 are as much 
as 20 percent lower primarily because of the lower salaries paid 
clerical and custodial employees in industry. 

2. A second tangible result is the outright destruction or other dis- 
posal of a minimum of an additional 2,500,000 cubic feet of records 
within 2 years, ^\ith a net and continuing yearly savings of $9,500,000. 
After the first 2 years, an additional savings of $900,000 will be 
effected cumulatively for each year. The space, equii3ment, and oper- 
ational and maintenance expense is discontinued in toto because the 
records are eliminated. The staff work applying records inventory 
and appraisal controls to this end would cost less than 1 percent 
of the savings affected and has been discounted accoixlingly. 

3. A third tangible savings will result from the consolidation and 
reduction of existing records centei^. Such savings, while substantial 
and important, will probably be absorbed by the cost of providing 
records center services for the first time to many agencies. 

4. A fourth and the largest savings, however, will accrue from 
the economies and improvements effected by the development and 
application of controls in record making and record keeping as pro- 
vided for in Part III, sections A-2 and A-0 of this repoi't. Savings 
already obtained in a few agencies, and therefore obtainable in many 
agencies where the same conditions apply, are described in Part IV, 
sections A--2 and C. We estimate that these savings will certainly 
exceed the $16,000,000 reported in 1 and 2 above. 

5. Equally as important as savings in excess of $32,000,000 within 
2 years with substantial additional and cumulative savings thereafter 


is the certain knowledge that (a) record making and record keeping 
in the Federal Government will rapidly become more efficient manage^ 
ment tools; (b) the essential records of the Government’s obligations 
at home and abroad are safeguarded; (c) the immluable store of 
experience recorded in the permanent records of our national effort 
to sustain democratic capitalism is accessible and can better be 
utilized. 


APPENDIX A 


There follows a draft of a proposed bill providing for the creation, 
preservation, management, and disposal of records of the United 
States Government, Such a draft is submitted for consideration 
and to serve in a sense as a check list of items to be included. 


A Bill 

Section 1. That this Act may be cited as a ‘‘Federal Eecords Admin- 
istration Act of 1949.” 

Sec. 2. That \vhen used in this Act^ — 

(a) the word “records” includes any paper, book, photograph, 
motion-picture film, microfilm, sound recording, drawing, map, or 
other document of any physical form or character whatever, or any 
copy thereof, that has been made by any agency or received by it 
in connection with the transaction of public business and has been 
retained by that agency or its successor as evidence of the objectives, 
organization, functions, policies, decisions, procedures, operations, 
or other activities of the Goverimient or because of the informa- 
tion contained therein. There are excluded from this definition li- 
brary material acquired by an agency solely for the information and 
use of its staff and the public and not created or received by it in- 
cidentally to the transaction of public business; museum material 
acquired and preserved solely for exhibition; documents submitted 
for copyright; models submitted in connection with applications for 
patents; extra copies of documents preserved solely for convenience of 
reference ; and stocks of publications and processed documents. Upon 
the request of any agency, the Federal Eecords Administrator shall 
have authority to determine whether any particular body of mate- 
rials falls within this definition. 

(&) the word “agency” includes every instnmientality of the Fed- 
eral Government whether legislative, executive, judicial, or other. 

Seo. 3. That the head of each agency shall make, cause to be made, 
or file only such records as in his opinion are necessary to provide 
for the continued effective operation of the agency of which he is 
the head, to constitute an adequate and proper recording of its activ- 
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ities and to protect the legal rights of the Government of the United 
States and of the people. 

Sec. 4. Whoever shall willfully and unlawfully conceal, remove, 
mutilate, obliterate, falsify, destroy, or otherwise alienate, or attempt 
to conceal, remove, mutilate, obliterate, falsify, destroy, or otherwise 
alienate, any records made or received by any agency of the United 
States Government, including exhibits offered in evidence, shall, upon 
conviction thereof, be punished by a fine of not more than $5,000 or by 
imprisonment for not more than 5 years or by both fine and im- 
prisonment; and, if such person is an employee of the United States 
Government, shall moreover forfeit his office and be forever afterward 
disqualified from holding any office under the Government of the 
United States. U S. C., Title 18, sec. 234.) 

Sec. 5. It shall be the duty of the head of each agency to (a) 
acquaint all officials and employees under his jurisdiction with the 
provisions of section 4 of this Act, (&) to insure that all officials and 
employees turn over all records to their successors (U. S. C., Title 18, 
sec. 235) , and (c) to establish such safeguards against removal or loss 
of Federal records as he shall determine necessary or as may be pro- 
vided by regulations of the Federal Kecords Administration Council 
hereinafter provided. 

Sec. 6. There is hereby created the Federal Eecords Administration, 
the Administrator to be appointed by the President of the United 
States by and with the advice and consent of the Senate. 

Sec. 7. The Federal Eecords Administration shall establish and 
operate Federal records centers in Washington and in the field for the 
storage, servicing, security, and screening of all Federal records 
wliich must be preserved for a time but need not be retained in office 
equipment and space. 

Sec. 8. The Federal Eecords Administration shall evolve and pro- 
mote Government- wide improvements and economies in records man- 
agement. These improvements and economies shall include: (a) 
standards and controls for record making and record keeping, selec- 
tive I’ecords preservation, scheduled records disposal, and transfers to 
records centers; (h) discriminating application of tested methods, 
practices, materials, equipment, and machines to record making and 
record keeping; (c) authorization by law to inspect Federal records 
and to require reports as to their management; (d) training programs 
directed at improving the effectiveness and the technical knowledge of 
personnel assigned to record making and record keeping; (e) stand- 
ards and controls for physical, legal, and security safeguards of all 
Federal records. 

Seo. 9. The Federal Eecords Administration shall make special 
provisions for preserving, studying, and servicing Federal records 
having permanent value and historical interest by : (a) continuing 



the National Archives as an integral and vital part of the Admin- 
istration; (b) continuing to maintain for this purpose an adequate 
professional staff of trained archivists; {c) placing such records and 
the professional staff under the general direction of an outstanding 
archivist selected in accordance with Civil Service Regulations on the 
basis of his professional attainments in a highly specialized field. 

Sec, 10. All records belonging to the Government of the United 
States (legislativej executive, judicial, and other) shall be under the 
charge and superintendence of the Federal Records Administrator to 
this extent: (a) he shall have full power to inspect personally or by 
deputy the records of any agency of the United States Government 
whatsoever and wheresoever located, and it shall be the duty of the 
head of each agency to grant the Administrator or his deputies ready 
access to any or all of its records for inspection purposes and to direct 
any and all persons in charge of such records to cooperate with the 
Administrator or his deputies in such inspection; (&) he shall have 
full power to requisition for transfer to the Federal Records Admin- 
istration any records that fall within the classes of records defined 
by the Federal Records j^dministration Council as records to be 
transferred to the Federal Records Administration; (c) he shall have 
full power to make regulations for the custody, arrangement, descrip- 
tion, use, and withdrawal of records transferred to the Federal 
Records Administration : 

Provided : That the head of any agency may, at the time records 
are transferred to the Federal Records Administration, with the ap- 
proval of the Administrator, impose such restrictions on the use of 
records transferred from the agency of which he is the head as he 
may deem wise. 

Sec. 11. Records of any agency, except when specifically authorized 
by statute or Executive order or when required in the performance of 
a function that has been transferred by authority of a statute or 
Executive order, shall not be permanently transferred or loaned for 
indefinite periods to another agency unless approved by the Federal 
Records Administrator ; 

Provided: That nothing herein contained shall prevent the head 
of any agency from furnishing records in his custody for use as evi- 
dence in courts or for use by the Congress of the United States or from 
loaning records in his custody to another agency for a specified period 
in accordance with the regulations promulgated as provided in section 
17 of this Act if, in his opinion, the loa-n of such records is necessary 
or desirable. 

Sec. 12, It shall be the duty of the Federal Records Administrator 
personally or through his duly authorized representatives to advise 
and cooperate with the heads of agencies or their assistants designated 
to serve in a liaison capacity with the Federal Records Administration 


and to make available to the agencies the knowledge and exi)erience 
of the Federal Eecords Administration in records management. 

Sec. 18. It shall be the duty of the Federal Eecoi'ds Administrator 
whenever he finds that any provisions of this Act have been or are being 
violated to submit in writing to the head of the agency concerned a 
report as to conditions found and recommendations as to corrective 
measures. Unless corrective measures satisfactory to the Federal 
Eecords Administrator are inaugurated within a reasonable time, the 
Administrator shall submit a written report thereon to the President 
and the Congress. 

Sec. 14. Statutory provisions limiting or restricting the use of 
records of the United States Government shall not remain in force 
and effect after a period of fifty years has elapsed ; 

Provided : That thereafter the head of any agency having custody 
of such records may restrict and limit their use until such time as they 
have been in existence for a period of one hundred years by such regu- 
lations as, in his opinion, are desirable in the public interest or other- 
wise necessary, and 

Provided further : That no restrictions or limitations may be im- 
posed by any official of the United States Government on any records 
of the United States Government after they have been in existence for 
a period of one hundred years. 

Sec. 15. Whenever any records, the use of which is subject to statu- 
tory limitations and restrictions, are transferred to the custody of the 
Federal Records Administrator, such permissive and restrictive statu- 
tory provisions theretofore applicable to the head of the agency having 
custody of such records and to employees thereof shall thereafter be 
applicable to the Federal Eecords Administrator and to the employees 
of the Federal Records Administration. 

Sec. 16. Any official of the United States Government who is au- 
thorized to certify to facts on the basis of records in his custody is 
hereby authorized to certify to such facts on the basis of records that 
have been transferred by Mm or his predecessors to the custody of 
the F ederal Eecords Administrator. 

Sec. 17. A Federal Records Administration Council is hereby estab- 
lished superseding The National Archives Council (58 St at. 1122 and 
60 Stat. 812) and comprising the same membership as The National 
Archives Council with the addition of the Federal Eecords Adminis- 
trator. The Council shall be responsible for (a) formulating regula- 
tions governing record making, record keeping, and records disposal, 
(i) the classes of records to be transferred to the Federal Eecords Ad- 
ministration, and (e) the use of records so transferred by public offi- 
cials, scholars, and the people, (d) the loan or transfer of records from 
one agency to another, (e) standards governing the reproduction of 
records by photographic (or microphotographic) processes for the 


purpose of disposing of the original records, provided that technical 
standards of film base, emulsion and processing, and similar technical 
matters shall be% determined in cooperation with the Bureau of 
Standards. 

Sec. 18. That each agency of the Federal Government shall appoint 
or designate a qualified records management officer to plan, develop, 
and organize a records management program for the agency for the 
purpose of effecting maximum improvements and economies in the 
agency’s record-making, record-keeping, and selective records preser- 
vation; to cooperate with the Federal Records Administration, to 
use its services and facilities ; and to insure conformance within the 
agency to the provisions of this Act and regulations of the Federal 
Records Administration Council. 

Sec. 19. No records of the United States Government sliall be de- 
stroyed or otherwise disposed of except in accordance with the regu- 
lations of the Federal Records Administration Council and with the 
approval of the Federal Records Administration and the Congi^ess. 

Sec. 20. Requests for authorization to destroy or otherwise dispose 
of records shall be submitted to the Federal Records Administrator 
in accordance with regulations of the Federal Records Administration 
Council. The Federal Records Administrator if he has no objections 
to the proposed records disposal shall so report to the Congress within 
thirty days after receipt of the request, provided the Congress is in 
session. 

Sec. 21. It shall be the duty of the presiding officer of the Senate 
to appoint two Senators who with the two representatives appointed 
by the Speaker of the House of Representatives shall constitute a joint 
committee wdiich shall examine all requests for authorization to de- 
stroy or otlieiwise dispose of records. 

Sec. 22. A request from an agency to the Federal Records Adminis- 
tration for authorization to destroy or otherwise dispose of federal 
records shall be considered approved by the Federal Records Adminis- 
tration and the Congress after the lapse of forty -five days provided 
that the Congress is in session through the last fifteen days of the 
period, and provided further that neither the Federal Records Ad- 
ministrator nor the Congress direct that the proposed disposal or a 
part thereof is disallowed or that it be delayed pending further study. 
It shall be the duty of the Federal Records Administrator to forward 
such requests to the Congress within thirty days unless he recommends 
direct to the agency against the proposed records disposal or requests 
additional time to study a request. 

Sec, 23. Whenever it shall appear to the Federal Records Adminis- 
trator that any agency has in its custody, or is accumulating, records of 
the same form or character as any records of. the same agency pre- 
viously authorized by Congress to be disposed of, he may empower 


the head of such agency to dispose of such records, after they have 
been in existence a specified period of time or after they have been 
photographed. ^ 

Sec. 24. Kecords pertaining to claims and demands by the Govern- 
ment of the United States or against it, or to any accounts in which 
the Government of the United States is concerned, either as debtor, 
or creditor, which are required to be audited by the General Account- 
ing Office, shall not be disposed of by the head of any agency under 
any authorizations granted pursuant to the provisions of this Act, 
until such claims, demands, and accounts have been settled and ad- 
justed in the General Accounting Office except upon the written ap- 
proval of the Comptroller General of the United States. 

Sec. 25. Wlienever the Federal Records Administrator and the head 
of any agency shall jointly determine that any of the records in the 
custody of that agency are a continuing menace to human health or 
life or to property, the Federal Records Administrator shall cause such 
menace to be eliminated immediately by whatever method he may 
deem necessary. If any records in the custody of the Federal Records 
Administrator are disposed of under this section, the Federal Records 
Administrator shall report the disposal thereof to the agency from 
which they were transferred. 

Sec. 26. The Federal Records Administrator shall transmit to Con- 
gress at the beginning of each regular session reports as to the records 
authorized for disposal under the provisions of section 25 of this xlct. 

Sec. 27. Photographs (or microphotographs) of any records made 
in compliance with regulations promulated as provided in this Act 
shall have the same force and effect as the originals thereof would 
have and shall be treated as originals for the purpose of their admissi- 
bility in evidence. Duly certified or authenticated reproductions of 
such photographs or microphotographs shall be admitted in evidence 
equally with the original photographs or microphotographs. 

Sec. 28. All moneys derived by any agency from the sale of records 
authorized for disposal under the provisions of this Act shall be paid 
into the Treasury of the United States unless otherwise required by 
existing law applicable to the agency. 

Sec. 29. The procedures prescribed in this Act are exclusive and no 
records of the United States Government shall be alienated or 
destroyed except in accordance with the provisions of this Act. 

Sec. 30. It shall be the duty of the Federal Records Administrator 
to notify the Attorney General of any loss, threatened or actual, by 
unlawful removal or destruction of Federal records that shall come 
to his attention. It also shall be the duty of the Federal Records 
Administrator to initiate through the Attorney General the recovery 
■ of Federal records which he finds to have been or believes to have been 
' unlawfully removed from official custody. 
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Sec. 31. The duties imposed upon and the authority vested in the 
Federal Eecords Administrator by the provisions of this Act shall be 
perfonned and exercised in his absence or incapacity by an official 
of the Federal Records Administration designated by him to serve 
as Acting Federal Records Administrator during his absence or 
incapacity. 

Sec. 32. Recent tegislation HR 6293, Report No. 1938, 80th Con- 
gress, 2d Session, established a trust fund for receipts from photo- 
graphic services rendered by The National Archives. The Federal 
Records Administration is hereby authorized to continue this service 
in accordance with the terms of HR 6293, Report No. 1938, 80th 
Congress, 2d Session. 

Sec. 38. The National Archives Trust Fund Board (U. S. C. 300aa- 
SOOjj ), the National Historical Publication Commission (48 Stat. 
1122-1124), and the Franklin D. Roosevelt Library (53 Stat. 1062) 
shall be continued as a part of the National Archives within the 
Federal Records Administration. The Federal Register (44 U. S. C. 
301-314) shall be continued as a unit of the Federal Records 
Administration. 

Seo. 34. All Acts or parts of Acts inconsistent with this Act are 
hereby repealed. 


appendix b 


Related Legislation 

1 . The hiational Archives Acf ('44. tt q 

(44 U. 8. C. 300-300b). • • C. 301-314) as amended 

2. The Federal Register xict (44 U. 8. C. SOl-SU^ 

mtiif!"" »ti„nd A^hives T..« Fund Board (« U. S. C. 800a.- 
Act (Joreming Diapoa., of Eceorda, as a„>ended (14 D. S. C. 366- 

6. Administrative Pi'ocednre Act tfiO oq'zx 

7. Records of Congi^ess (60 8ttt. 833) ^ ^ 

8. Provisions Against Loss of Records (18 U. 8. C. O34_oon 

6293, Report Zl9S,?oTcmigr2ds2'^^^^^^^ 


